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TRUST COMPANIES 


The Comptroller of the State of New York 


will sell at his office at Albany, New York, 
October 24, 1933 at 12 o’clock noon 


$29,500,000.00 


Serial Pes of the 


State of New York 


Dated October 15, 1933, and maturing as follows: 


$20,000,000.00 — 1934 to 1958 
9,500,000.00 — 1934 to 1983 


Principal and semi-annual interest April 15th and October 15th 
payable in lawful money of the United States of America at 
the Bank of the Manhattan Company, 40 Wall Street, 
New York City. 

Exempt from all Federal and New York State Income Taxes 


$10,000,000.00— Emergency Construction Bonds—maturing 
$400,000 annually October 15, 1934 to 1958, 


inclusive. 


$10,000,000.00—General State Improvement Bonds— 
maturing $400,000 annually October 15, 1934 
to 1958, inclusive. 


$9,500,000.00—Elimination of Grade Crossings Bonds— 
maturing $190,000 annually October 15, 1934 


to 1983, inclusive. 


Bidders for these bonds will be required to name the rate of interest which the bonds are to bear not 
exceeding 4 (four) per centum per annum. Such interest rates must be in multiples of one-fourth of one 
per centum and not more than a single rate of interest shall be named for each issue. 

Bidders may condition their bids upon the award to them of all but no part of the entire $20,500,000 
bonds and the highest bidder on the basis of ‘‘all or none’’ will be the one whose bid figures the lowest 
interest cost to the State on all issues combined after deducting the amount of premium bid if any. 

No bids will be accepted for separate maturities or for less than par value of the bonds nor unless 
accompanied by a deposit of money or by a certified check or bank draft upon a solvent bank or trust 
company of the cities of Albany or New York, payable to the order of the ‘Comptroller of the State of 
New York" for at least two per cent of the par value of the bonds bid for. No interest will be allowed 
upon the good faith check of the successful bidder. 

All proposals, together with the security deposits, must be sealed and endorsed ‘‘ Proposal for bonds” 
and enclosed in a sealed envelope directed to the ‘‘Comptroller of the State of New York, Albany, N. Y. 

The Comptroller reserves the right to reject any or all bids which are not in his opinion advantageous 
to the interest of the State. 

Approving opinion of Honorable John J. Bennett, Jr., Attorney General of the State, as to the legality 
of these bonds and the regularity of their issue will be furnished the successful bidder upon delivery of the 
bonds to him. 

If the definitive bonds of this issue can not be prepared and delivered at a time to suit the purchaser, 
the State reserves the right to deliver Interim Certificates pending preparation of the Definitive Bonds, 
and will endeaver to have these Interim Certificates ready for delivery on or about October 25, 1033. 

The net debt of the State of New York on October 1, 1933, amounted to $484,128,083.37 which is 
about 1.7 per cent of the total assessed valuation of the real and personal property of the State subject 
to taxation for State purposes. 

Circulars descriptive of these bonds will be mailed upon application to 


MORRIS 8S. TREMAINE, State Comptroller, Albany, N. Y. 


Dated October 12, 1933. 
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BROOKLYN TRUST 


MAIN OFFICE: lie NEW YORK OFFICE: 
177 Montague Street 1 £3 soli 26 Broad Street 
Brooklyn, N. Y. Or oxy New York, N. Y. 


Summary of Statement 
at the Close of Business, September 39, 1933 


RESOURCES 


Cash on Hand and Due from Federal 
Reserve Bank and Other Banks. . .$22,081,281.77 
U. S. Soeur DOmGs:.......... 8,071,740.36 
4,493 326.33 
21,627 ,454.20 
Bankers’ pee rer teres ee 6,146,466.83 
Demand Loans Secured by Collateral 24,963,497.54 
— $87,383,767.03 
Time Loans and Bills Purchased 19,292 378.69 
Loans on Bonds and Mortgages... 2,259,232.00 
Bank Buildings 6,548 ,787.26 
Customers’ Liability on Acceptances............... 1,970,584.17 
Other Resources 1,946,511.09 


$119,401 ,260.24 


oa. $8 200,000.00 

Surplus Fund. 4,000,000.00 
1,374,407.03 

RI is ouGGre ec So haa 4 9,990,327.56 
Deposits 93,620,858.10 
Dividend, Payable October 1, 1933................ 82,000.00 
Oe ore: 2,133,667.55 


$119,401 ,260.24 


One of the Oldest Trust Companies in the United States 























Trust Companies 


@ctober, 1933 


Bol. LVI! 


Number Hour 


THE RETURN TOWARD SOUND MONEY 


COORDINATING POLICIES TO SECURE FINANCIAL STABILITY 


HE United States is rapidly nearing 
that stage wherein it will no longer 
be necessary to hold matches un- 
der the economic thermometer. 

Their momentary blazes have kept the 
mercury from descending for many months. 
Since last March the government has 
skilfully flirted with inflation, dollar de- 
valuation, unusual or unorthodox attempts 
to control the prices of commodities. It 
has produced various artificial stimulants 
to trade activity, consumer purchasing 
power and the use of credit; huge relief 
expenditure in loans and sundry public 
works, many of which will be more useful 
in the building than when built. Each 
match has provided its brief warmth with- 
out occasioning a n?tional conflagration. 

The rising tide of demand for a stable 
dollar coming from responsible groups repre- 
senting both capital and labor throughout 
the country and tacitly approved by finan- 
cial advisors of the Administration, has 
brought the question of stabilization to the 
foreground. Fears of inflation engendered 
by such radical means as the issuance of 
fiat money and the exercise of other powers 
granted to the President, some of which 
powers never deserved serious considera- 
tion, have been dispelled by the govern- 
ment’s concentration upon more legitimate 
methods. 

It is time that attention was turned to 
the less spectacular means of holding price 
levels on a reasonable basis. Professor 
Sprague has clearly stated some significant 


observations on the reduction of the gold 
content of money and stabilization at a 
devaluated basis and concludes that they 
do not cause rising prices and prosperity. 
Devaluation is merely the recognition of an 
exisiting condition and is only effected 
when the medium of exchange has depreci- 
ated and prices have already risen. The 
success which has attended the Swedish 
program of managed currency might serve 
as a guide to our national course pending a 
final stabilization of the dollar in interna- 
tional exchange. In an article in this issue 
of Trust Companteés, Baron Liljencrants 
presents the story of this system under- 
taken after unanimous agreement among 
the Swedish economists, who felt that the 
primary purpose should be the establish- 
ment of a basis for the encouragement of 
internal trade. 

Before there can be a fixing of the inter- 
national value of the dollar, there should 
be a measure of international agreement 
upon those phases of American monetary 
policy which require it. For instance, it is 
properly considered that stabilization of 
sterling at some fixed ratio to dollars must 
be envisaged in any future plan along these 
lines, for there is much truth in the obser- 
vation that Britain, with its controlled 
pound, is a major factor in determining the 
level of world prices. 

If the performance which Washington 
has put on during these trying months of 
recovery and reconstruction has deluded 
masses of the people into believing that 
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conditions were better than was actually 
the case, or that recovery was coming more 
rapidly than accepted indices revealed, the 
deception was justifiable on sound psycho- 
logical grounds, for psychology accelerates 
a revival just as it exaggerates a depression. 
Whether the business tides turned last 
November, in February or in April is of 
academic interest; what is important is that 
they did turn. Economic recovery has 
made considerable strides; confidence is 
more widespread and this in turn has made 
easier the correction of the irregularities 
and inequities remaining. Much remains 
for the government to do; much lies ahead 
for Congress to undo; but the doing and 
the undoing may be accomplished calmly, 
judiciously and, to some extent, leisurely. 
A new house is always built more carefully 
than the old one is demolished. 


i? 2, 2, 
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REGULATION OF CORPORATE 
TRUSTEESHIP BY CODE 


HE Statement of Principles of Trust 
Institutions, drawn up last February 
and adopted in April by the Trust 


Division of the American Bankers Associa- 
tion, has been incorporated in the Bankers 
Code of Fair Competition, which became 
effective October 16th, following approval 
by the National Recovery Administration 
and the President. It is of unusual signifi- 
cance that this Statement of Principles was 
adopted as a code to govern trust practices 
long before the government issued a call 
upon the nation’s industries for coopera- 
tive self-regulation. True to tradition, our 
trust institutions have again been the pio- 
neers in charting the course for fair prac- 
tices. The restrictions placed around the 
acceptance and administration of trust 
business are the reflection of the principles 
of conduct which have guided the vast 
majority of our fiduciary institutions, and 
it is at once evident that these self-imposed 
rules go far beyond the requirements of any 
of our state laws governing such relation- 
ships. 

It is worthy of note that this code was 
not adopted under pressure of law, national 
proclamation or public opinion, but as the 
manifestation of a voluntary desire to give 
to beneficiaries a greater uniform protection 
and to adapt trust service to meet changing 
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conditions. This far-sighted action is in 
keeping with che constant endeavors of 
trust men in all parts of the country to 
assure adequate protection to trust prop- 
perty. How many states require that the 
responsibility for investment of trust funds 
should be reposed in an investment com- 
mittee of capable and experienced officers, 
and not in an individual officer or employee ? 
How many state laws include the provision 
that the trustee shall have no personal 
financial interest or profit in the invest- 
ments which are made for trust estates? 
A cardinal principle recognized by all trust 
men, but not found in the banking and trust 
laws of many states, that of segregation of 
trust properties from those of all other trusts 
and from the assets of the trust institution 
itself, is also incorporated in the Statement. 
Proper relationships with the public, with 
the legal profession, and with life under- 
writers are likewise outlined. 

Trust institutions eagerly welcome the 
enforcement of these principles under the 
Fair Practices provision of the National 
Industrial Recovery Act. They will be 
binding not only on the trust department, 
but also on the banking institution as a 
whole. Further refinements of rules and 
regulations governing fair trade practices 
are to be made by local bodies in each state, 
either by community or district groups, 
dependent on the identity of interests and 
conditions. ae 

SELF-REGULATION OR STATE 

PATERNALISM 


OR many years the country has re- 
posed its trust in the concept that 

free competition was the life-blood 
of progress. It is therefore natural that 
those who have known prosperity, under 
such economic conditions and principles, 
should expect that, with patience, adher- 
ence to those principles would again bring 
back better days. For such it is difficult 
to realize that many of these “‘truths” have 
utterly failed. The philosophy of unlimited 
competition was supported beyond a nor- 
mal span by the circumstances of pioneer 
development and of invention. However, 
the country, under the National Recovery 
Administration, is facing, not merely a 
change of mechanics, but a complete revi- 
sion of its economic philosophy. We are 
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engaged in a vast experiment of coopera- 
tion, recognizing the evils of unlimited com- 
petition, and contemplating revisions essen- 
tial to the proper distribution of purchas- 
ing power. These conditions provide an 
opportunity for alert management to elimi- 
nate the unfair advantages that the old 
philosophy gave to competitors with little 
sense of their social responsibilities. The 
national government has extended its 
power widely to the field of private enter- 
prise. It is a creditor of banks, insurance 
companies, railroads, and even farmers. It 
has monopolized a capital market to the 
exclusion of industrial finance. It is em- 
barked on a public works program calling for 
the expenditure of over three billion dollars 
to be spent for services and supplies. The 
country has looked to the government as a 
last hope and although a new Rome cannot 
be built in a day, the country cannot afford 
to have this program fail. If it succeeds it is 
logical to expect that the public will en- 
courage further extensions of governmental 
power. If political domination of enterprise 
is to be avoided, the leaders of all lines of 
activity must emphasize to the public satis- 
faction that they are able to work together 
with the greatest advantage to the trade 


and to the public which they serve, rather 
than for the benefit of individual compa- 
nies. Inasmuch as the development of mass 
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production has increased the inter-depend- 
ence of industry, an over-socialization with 
its political guidance can only be avoided if 
the management shows ability for self- 
regulation. 

The trade associations of many industries 
have accomplished much good but if others 
do not demonstrate equal facility for self- 
regulation it is more than a possibility that a 
quasi-public control will be extended by 
such governmental agencies as the Federal 
Trade Commission. In working out the 
practical measures of business control, the 
government has recognized the ability of 
leaders in each trade. Although the term 
of the Recovery Act is limited to two years, 
some forms of the new deal are here to stay. 
The degree to which responsible trade asso- 
ciations meet the test of this readjustment 
period will determine the extent to which 
individual initiative will retain control over 
regulation of private enterprise. 

BANKERS ACCEPT OFFER OF 

GOVERNMENT LOANS 


HE government finds it highly im- 
portant that the banks which soon 


must be certified for deposit insurance 
shall have unimpaired resources sufficient 
to enable them to qualify. There are still 
many banks whose capital structure needs 


REPRESENTATIVES OF AMERICAN BANKING AT THE BANK CODE COMMITTEE HEARING WHO 
PRESENTED A CODE OF FAIR COMPETITION FOR BANKS 
Henry A. Theis, J. R. Geis, Ronald Ransom, Robert V. Fleming and Thomas B. McAdams; seated 
Thomas Paton, Benjamin Buttenweiser, Frank W. Simmonds, Harold Stonier, 
Frank Warner, Samuel Shaw and A. J. Stillwell; standing 
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bolstering and the Reconstruction Finance 
Corporation is often the only avenue open. 
But, remembering the runs occasioned by 
the publicity attendant upon government 
loans to financial institutions, hundreds of 
needy banks have refused to sell to the 
Finance Corporation their preferred stock 
or even capital notes which are intend- 
ed to be issued by those state chartered 
banks forbidden to issue preferred stock by 
the laws of their states. 

In this impasse, President Roosevelt 
acted upon the theory that although Paris 
still sets the fashions for American women, 
New York is the arbiter of style in bank- 
ing. The New York banks, like those in 
other large cities, needed no extra capital 
and nearly everyone knew it. Take some 
anyway, said the President in effect, and 
make it easier for the government to sell the 
idea to the smaller banks which need help. 
If Wall Street led, he thought, the country 
was sure to follow. 

As it turned out, La Salle Street led. 
The big banks of New York decided that, 
since the government declared that their 
example was essential, they would do so as 
a gesture of cooperation. At a Clearing 


House meeting they decided to participate 


to the extent of about $200,000,000. It is 
another case of administering medicine to 
an entire family on the principle that it will 
cure the member who is ill, yet will do those 
who do not need it no harm. 

Since the large, sound banks will be 
assessed more than their share of the costs 
of salvaging weaker ones under the deposit 
insurance provisions, there are advantages 
to such large banks in any contribution 
they may properly make toward minimizing 
future suspensions. But the issue of capital 
notes or preferred stock should not, in prin- 
ciple, involve a loss to the banks. Inas- 
much as many banks stand in need of good 
earning assets rather than of cash, there 
need be no loss were the Reconstruction 
Finance Corporation to offer them its 
debentures which will yield at least what 
the capital notes or preferred stock are 
required to pay in dividends. Incidentally 
should the Reconstruction Finance Cor- 
poration place any substantial amounts of 
debentures with private buyers, it could 
make a substantial contribution to the 
reduction of the Treasury’s deficit. 
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CONVERSION OF MORTGAGES 
INTO HOME LOAN BONDS 


HE main interest of trust institutions 
in the offer of the Home Owners Loan 
Corporation to exchange their bonds 
for first fee mortgages, arises from the dis- 
tressed circumstances surrounding some of 
the mortgages held as trust investments. 
Probably the very large majority of first 
mortgages held by trustees will work out 
and be redeemed in full, and where this 
probability exists it is clearly the duty of 
the trustee to retain the mortgage. How- 
ever, in those cases where a salvage opera- 
tion is necessary, the possibilities of this 
conversion may well be studied. The ex- 
penses of servicing mortgages and super- 
vising the maintenance of the property are 
becoming heavier. As to the outright pur- 
chase of Home Loan bonds for investment, 
the problem is entirely different. The Cor- 
poration has been formed for relief purposes 
and cannot select its risks. Bondholders 
must look to the Corporation for eventual 
payment, and while the bonds are strength- 
ened by a 10 per cent margin of stock sub- 
scription by the Treasury, the question of 
the government’s moral obligation beyond 
this commitment is open to controversy. 
It is pertinent to note that these bonds 
are apparently being issued against a gen- 
eral pool of mortgages and will therefore 
not be a lien on any particular property, 
but against mortgages from all parts of the 
country. Many trust instruments as well 
as state laws regulating trust investment, 
provide that investment may be made only 
in property in certain localities. This pro- 
vision will automatically bar acceptance of 
such bonds in an exchange. Several states 
have already legalized them for the invest- 
ment of trust funds, but aside from clearing 
the way to conversion of mortgages for sal- 
vage, it is difficult at present to justify 
the purchase of such securities, as they are 
in effect but eighteen-year annuities. In 
many cases also, the individual mortgage 
will exceed 80 per cent of a fair appraisal, 
not to mention back taxes and interest, and 
trustees in most states have no authority 
to discount a mortgage. The average mort- 
gage taken into the pool underlying the 
Home Loan bonds will cover many undesir- 
able properties, and in part the bond issue 
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will represent a funding of delinquent taxes 
and interest. It gives to the holder of the 
mortgage a government promise to pay 
only interest and payments on principal 
to the extent that mortgages are self-liqui- 
dating; it takes from the mortgage-holder 
an individual promise to pay both interest 
and principal, backed by specific property. 

Certain advantages appear in consider- 
ing the desirability of exchanging difficult 
mortgages for bonds of the Corporation. 
The plan contemplates gradual amortiza- 
tion of mortgages, and as bonds are retired 
the stock equity in the corporation will rise 
in relation to outstanding obligations, pro- 
vided delinquencies and defaults based on 
over-evaluations do not wipe out such 
equity. The Act provides that amortiza- 
tion payments may be made in these bonds 
at par; this will assure a degree of market- 
ability when such bonds are at a discount. 
It is interesting to note that these bonds 
are exempt from all taxation, both as to 
principal and interest, except surtaxes, es- 
tate, inheritance and gift taxes. They are 
eligible collateral for 15-day loans at Fed- 
eral Reserve Banks and acceptable to the 
Reconstruction Finance Corporation at 80 
per cent of par value. Nevertheless, it is 


clearly difficult for fiduciaries to keep faith 
with the rights of remaindermen by pur- 
chase of these bonds, or conversion except 
where there is a chance for salvage. 


2 2 %, 
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PROBLEMS RAISED BY CONVER- 
SION OF FOURTH LIBERTY BONDS 


IT HE portents which we read last month 
as indicating the call of a portion of 

the Fourth Liberty Loan and its 
replacement by 314 per cent bonds accu- 
rately forecast what happened October 15. 
The Treasury called all registered and 
temporary bonds whose numbers had as 
final digits 9, 0 and 1 and three series of 
the coupon bonds bearing the distinguish- 
ing letters, J, K and A. The aggregate 
amount of bonds called is approximately 
$1,875,000,000; new conversion bonds are 
offered to holders of both called and un- 
called Libertys. To the owners of called 
bonds, the new issue of twlve year bonds 
callable in ten years, bearing 414 per cent 
the first year and 3% per cent thereafter, 
1s attractive. The Treasury is reasonably 
sure of the conversion of between a third 
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and a half of the largest single portion of 
the national debt. The cash offer of 
$500,000,000 of new bonds at 101% also 
is attractive. The implications of sound 
money in the conversion operation have 
not been overlooked, and since there are 
more conversion offers to come, it is evident 
that the government will have much to 
gain through continuing along the path of 
monetary orthodoxy. 

The conversion offer presents problems 
to banks as well as to estates and trusts 
holding called series of Fourth Liberty 
414s. For banks the problem is one of 
maturity and maintenance of liquidity. To 
replace called bonds which they held by 
the new issue is good policy, although some 
banks were able to acquire on a more ad- 
vantageous basis some 3% per cent bonds 
issued in August and having a shorter ma- 
turity. To replace uncalled bonds with the 
new twelve year 3%s will result in greater 
probable income over a long period, but it 
means replacement of a short-term obliga- 
tion, selling on a money basis, with long- 
term bonds. Patriotism did not enter into 
the conversion; the government made an 
offer, not a request. 

For trustees and large individual holders 
of Fourth Libertys, manifest gains are to be 
derived through conversion of both called 
and some of the uncalled bonds. The most 
important advantage is the assurance of a 
good return for twelve vears upon the new 
bonds, taken in conjunction with the prob- 
ability that the first conversion offer un- 
doubtedly would be the best ever made to 
the Fourth Liberty Loan bondholders. 
Another factor to be considered was that 
the redemption of even as much as a third 
of the Fourth Liberty Loan would make 
more probable the shortening of the life of 
the remainder of the issue. 

If it be assumed that a greater measure 
of financial and monetary stability lies 
ahead, there is another interesting implica- 
tion in the Treasury’s offer. It would ap- 
pear to foreshadow a lowering of rates for 
long-term credit, now abnormally high, bring- 
ing such rates into greater conformity with 
those for short-term credit, which have been, 
and still are, abnormally low. Doubtless 
from now on bank portfolios will include 
a larger percentage of long-term govern- 
ment bonds because the short dated issues 
will become more scarce than now. 
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RELEASING FROZEN BANK 
DEPOSITS 


ERHAPS the most important feature 
of the program being formulated for 
the payment of immediate dividends 

to depositors of closed and restricted banks, 
is the relief of security markets, both local 
and general, from the continual pressure of 
liquidation of assets of these banks. Espe- 
cially in communities where a relatively 
large proportion of accumulated savings is 
in assets of closed banks, the pressure of 
liquidation upon the local real estate market 
is having a strong retarding influence. The 
stability of existing institutions and values 
has been under the constant threat and 
demoralizing effect of forced sale of approxi- 
mately two billions of these assets. 

After a series of White House conferences 
plans have been announced whereby nearly 
$1,000,000,000 in deposits in banks 
closed since January Ist will be released 
through Reconstruction Finance Corpora- 
tion loans to receivers and conservators of 
such institutions, or through outright pur- 
chase of their assets. Full machinery for 
liquidation of closed banks is contained in 
those sections of the Bank Act of 1933 ap- 
pertaining to the Federal Deposit Insurance 
Corporation, but as such provisions of the 
Act may not be placed in effect until Janu- 
ary Ist, a special agency of the Reconstruc- 
tion Finance Corporation is required if 
earlier release of funds is to be had. 

Under the scheme drawn up at Washing- 
ton a Deposit Liquidation Board has been 
established under the chairmanship of C. B. 
Merriam. Local chairmen of this board have 
been appointed in all Federal Reserve dis- 
tricts and state bank authorities have been 
asked to cooperate with the board to furnish 
details of the status of all closed banks. 

It has been editorially suggested by the 
“American Banker’’ that an immense bene- 
fit could be conferred on the people of the 
country if the Federal Government would 
seriously consider the principle of the mu- 
tual savings bank and apply it to the reopen- 
ing of closed banks. It is pointed out that 
many of these institutions conducted what 
was primarily a savings business and added 
to this an attempt to do a commercial bank- 
ing business for which sufficient self-liqui- 
dating loans were not available. These insti- 
tutions were practically forced into invest- 
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ment in a savings bank type of asset with- 
out the protection given by the mutual sys- 
tem which makes the depositor construc- 
tively interested in the bank as an owner, 
rather than a creditor. 


ed 


CODE OF FAIR COMPETITION 
FOR BANKS 


HE Bankers Code of Fair Competition 
submitted by the American Bankers 
Association, as adopted at its Chicago 
convention, was approved by the National 
Recovery Administration after slight re- 
vision, signed by the President, and became 
effective October 16, 1933, with the excep- 
tion of the fair trade practices provisions of 
the Code which will go into effect December 
2, 1933. This Code applies to all banks and 
trust companies in the United States proper, 
except mutual savings banks, and also to 
private bankers accepting deposits. 


Before approval of the Code by the Ad- 
ministration some interesting changes were 
made. The child labor provision was 
amended so as to make the minimum age 
sixteen years, without exception. On hours 
of employment a provision that no banking 
employee sha#*ke permitted to work more 
than for¢y hours a week, averaged over any 
period of thirteen weeks, was added. Ap- 
prentice employees without previous bank- 
ing experience may be paid 80 per cent of 
the minimum rate for only six months. 


In the fair trade practices section, pro- 
vision for an effective date sixty days after 
approval was inserted at Washington. 
Specific exception of private investment 
banking houses, which go under the code for 
investment bankers, is made in the final 
draft of the code. 

The interest control regulations are made 
more clear in their powers to enforce a maxi- 
mum rate of interest on all banks in compet- 
ing groups. It is also stipulated that no 
bank shall pay interest on demand de- 
posits under the National Recovery Code 
as applied through local groups or clearing 
houses, and the maximum rates on time de- 
posits prescribed by the Federal Reserve 
shall apply to all banks, whether Federal 
Reserve members or not. 

In the administration section of the new 
code, provision is made for a representative 
of non-members of the American Bankers 
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Association on the administrative commit- 
tee which will enforce the code. This mem- 
ber is to be selected by the vote of 51 per 
cent, by resources, of the non-American 
Bankers Association members. The nation- 
wide equitable regulation of hours of bank- 
ing, interest rates, and service charges, 
should have a salutary effect in increasing 
bank earnings. A portion of these increases 
will be required to cover the increased ex- 
pense incurred by operation under the Code 
and will aid materially in enabling banks to 
continue to furnish a high standard of 
service to the depositing public. 
SIGNIFICANCE OF LABOR 
STRIKES 


LASHING across the headlines of 
newspapers in all parts of the coun- 
try are the reports of labor strikes. 
At a time when the country has been called 
upon to cast aside self-seeking motives and 
to cooperate for recovery, these strikes 
create uncertainty and discord. After years 
of complexities many are inclined to view 
this development with serious misgivings, al- 
though on the contrary, strikes were to be 
expected as signs of readjustment. It is an 
historical fact that they have always in- 
creased at the beginning of periods of pros- 
perity, and always decreased during depres- 
sions. Section 7-A of the Recovery Act 
guarantees the right of labor to organize for 
collective bargaining through its chosen 
representatives. Labor is overly anxious to 
try these new powers, but the philosophy of 
these provisions is that only through joint 
action of capital and labor can industrial 
planning prove successful and make for 
industrial peace. 

We cannot expect immediate realization 
of the objective, nor is there justification for 
the belief that labor is not in sympathy with 
the aims of the recovery program. Rather 
they have shown themselves well aware of 
their new part, though, like actors who have 
not yet learned where their lines come in, 
have spoken prematurely and somewhat out 
of character. The predominant cause of 
recent strikes has been for recognition of 
unions and collective bargaining groups. 
The danger arises from the possibility of 
continued conflict in labor relations and in 
struggles between different labor organiza- 
tions. Management will do well to adjust 
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itself in a sportsmanlike manner to the new 
social responsibilities and give up the ideas 
inherited from the ‘‘mauve decade’ where 
these still persist. The burden of construc- 
tive development lies with those running the 
nation’s industries, who must first gain the 
confidence of labor by frankness in initiat- 
ing cooperation. 

Since the enactment of the blanket code 
rapid progress has been made by labor 
organizations. It is stated that the Ameri- 
can Federation of Labor has gained 1,300,- 
000 members during the present year. To 
insure proper consideration in disputes aris- 
ing under the codes, the Labor Board, com- 
posed of representatives of capital, labor and 
the public, has been set up under the Re- 
covery Administration to operate through 
regional boards, with the public representa- 
tives holding the deciding vote. Senator 
Wagner, the chairman of this board, has 
characterized the strike as a court of last 
resort, creating hundreds of new problems 
without solving any of them. The first court 
should be one of mutual respect engendered 
by meeting the reasonable demands such as 
those for the formation of workers’ councils. 
The voice of united labor will doubtless be 
heard more and more throughout the coun- 
try, but the voice of capital has never been 
absent, nor is likely to be, and as equal 
partners in industry the good of one is also 
the good of the other. 

fo ge & 
DEPRECIATED ESTATES AND UN- 
PROFITABLE TRUST OPERATION 


HE question of the trustee’s duty in 
IT! regard to assuming administration 

of depreciated estates is becoming 
increasingly important. Decisions must be 
made as to whether to qualify as executor 
under will appointments where the estate 
is not large enough to assure adequate 
returns for work done. Also, during the 
past few years there has been a steady with- 
drawal of insurance policies in trusts, 
either for temporary borrowing or to secure 
cash surrender values, and securities have 
even been partly or wholly withdrawn from 
some revocable living trusts. 

In the case of wills, where the appoint- 
ment was known to the trust institution 
and accepted by it, there exists a strong 
moral obligation to fulfill the desires of the 
testator, rather than to fail to qualify 
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simply because the business does not, under 
present conditions, seem desirable from the 
standpoint of costs and earnings. There are 
doubtless many cases, however, when a re- 
view of potential trust business would dis- 
close that mutual benefit to the trust com- 
pany and the testator might accrue from 
avoiding the minimum charges for corpor- 
ate fiduciary administration, in case the 
estate offers little hope of rehabilitation. In 
such event it would be sound policy to 
discuss the changed status with the testa- 
tor to determine if the trust company will 
be in position to render a desirable service 
when called upon to act. 


In the case of will appointments made 
without the knowledge of the trust com- 
pany, there is naturally wider latitude for 
exercise of discretion in accepting the duties 
of executor or trustee. This calls for consid- 
eration with regard to the testator’s previ- 
ous business relationship with the trust in- 
stitution and to his associates or family 
affiliations, who might become desirable 
trust prospects. Otherwise, if acceptance 


would entail expense incommensurate with 
the fees received, the job will clearly be 
one for the diplomatic service rather than 


for the trust department. Each case must 
be judged individually and the attempt 
made, where possible, to render assistance 
to those who are helpless in estate matters, 
remembering that the corporate fiduciary 
is not a “soulless corporation.” 


Withdrawals of life insurance policies 
from an unfunded trust should be checked 
to ascertain whether the withdrawal is 
temporary or permanent, and if the latter, 
to the extent that the remaining policies 
do not support a profitable trust, it may be 
desirable to suggest that the trustor may 
have no further present need of the trust 
service. There are, however, many possi- 
bilities to secure additional property for 
the trust. The standards for accepting 
new trust business, which are fortunately 
being based more and more on quality rather 
than quantity, cannot be used in the review 
of present or potential business on the books. 
It has therefore become increasingly appar- 
ent that only through higher standards for 
acceptance of business, adequate fee sched- 
ules and inclusion of a minimum base, can 
unprofitable operations be avoided. 
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ESTATE TAXATION OF LIFE 
INSURANCE POLICIES 

N the recent case of Liebes vs. Commis- 
I sioner, decided by the United States 
Circuit Court of Appeals, it was held 
that proceeds of life insurance policies in 
excess of $40,000 exemption must be in- 
cluded in the gross estate where the decedent 
retained the power to change the benefi- 
ciaries in the policy. In this case the insured 
had four policies of $25,000 each in the 
Equitable Life Assurance Society, and four 
policies of $25,000 each in the Mutual Life 
Insurance Company. The policies provided 
that they were issued without the right of 
the insured to change the beneficiaries. 
Later the policies, by agreement, were 
changed to provide for right of the insured 
to change the beneficiaries. The benefici- 
aries were changed. The result was that 
although the policies were issued before the 
passage of the act providing for the tax, 
the policies were a part of the taxable estate 

at the time of the death of the insured. 


By reason of various apparently conflict- 
ing decisions of the Supreme Court, the 
opinion reviews the important decisions and 
points out the various distinctions and the 
reasons for its conclusion as to the taxability 
of such insurance as a part of the gross 
estate. 

The case of Llewelyn vs. Frick, 208 U. S. 
238, apparently holding that policies issued 
prior to the passage of the Revenue Act of 
1918 were not subject to a Federal Estate 
Tax, seems to be ignored in the decision of 
the Chase National Bank vs. United States, 
278 U. S. 327. The cases of Saltonstall vs. 
Saltonstall, 276 U. S. 260, Raneicke vs. 
Northern Trust Company, 278 U. S. 339, 
Coolidge vs. Long, 282 U. S. 582 and Burnett 
vs. Guggenheim, decided by the Supreme 
Court on February 6, 1933, have been a 
steady widening of the concept of a transfer 
for the purpose of taxation, and are author- 
ity for the proposition that where a power 
of disposition is reserved exclusively to the 
transferor, it becomes his exclusive right to 
recall a gift after it is made, and this con- 
stitutes a limitation upon the gift which 
makes it incomplete as to the donor as well 
as the donee. Therefore, the termination of 
such power by his death may be the appro- 
priate subject of a tax upon transfers. 
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THE OPERATION AND PRINCIPLES OF A MANAGED 
CURRENCY SYSTEM 


RESULTS OF THE SWEDISH SYSTEM OF MONETARY AND PRICE STABILITY 


BARON JOHAN LILJENCRANTS 
of the Swedish Chamber of Commerce of the U. S. A. 


(Eprror’s Note: Discussion of the effectiveness of managed currency in maintaining 
the stability of prices, especially in a practically self-sufficient country, derives particular 
significance at this time when the administration is studying the technique of the Swedish 
managed currency plan, which has been in operation for more than two years. Baron Liljen- 
crants, in expressing his private views, calls attention to the fact that this system is not a paper 
currency, but is geared to commodity prices, over which it in turn exercises a stabilizing 
influence and is kept within bounds by a gold base. The element of flexibility to prevent 
gyrations in price levels is peculiarly in keeping with the objectives of the recovery ad- 
ministration of making gold a servant rather than a dictator of commodity prices.) 


N September 27, 1931, Sweden, under 
the pressure of the prevailing crisis 
of confidence which had drained her 

gold and foreign currency reserves, suspended 
vold redemption of her currency 4nd thus 
went off the gold standard. Exactly one week 
earlier, the same step had been taken by 
Great Britain, Sweden’s largest single custo- 
mer. In the ensuing situation it would have 
been natural for Sweden as a small nation 
to cast her lot with Great Britain as the 
then leading nation with a non-gold currency, 
and peg the krona to the pound sterling. 
That course was followed by Denmark after 
abandoning the gold standard at about the 
same time as Sweden. It would in a sense 
have been a very convenient course, since 
large Swedish export and import contracts, 
not only with Great Britain but also with 
other European nations, customarily are writ- 
ten in pounds sterling. Indeed, it was very 
generally and persistently believed, even in 
American banking circles, that Sweden had 
adopted just that expedient. But such was 
not the case. 


Independency of Currency Established 

Instead of endeavoring to peg her currency 
to that of any other nation, immediately 
upon suspending gold payments Sweden 
adopted an independent monetary policy aim- 
ing at the maintenance of the domestic pur- 
chasing power of the currency while letting 
foreign exchange rates take care of them- 
selves. Sweden thus embarked on a policy 
of managed currency in which the actual 


currency basis was the domestic value of 
commodities. Except for a few days in No- 
vember, 1931, in order to cooperate with 
other Scandinavian nations in an attempt to 
prevent the pound sterling exchange from 
rising above par of the krona, no attempt 
was made in the early days of the new policy 
to regulate the rates of foreign exchange. 
Even if Sweden should have desired to effect 
such regulation, its foreign exchange hold- 
ings had fallen to an extent precluding the 
bolstering of the krona by sales of foreign 
exchange. By the end of September, those 
holdings had dwindled to 32,500,000 kroner 
as against 331,100,000 kroner one year earlier. 
and they continued to fall almost uninter- 
ruptedly, reaching, on November 21st, a low 
for the year 1931 of 19,200,000 kroner, The 
situation furthermore was aggravated by the 
prevailing difficulty of discounting export 
bills abroad. The krona fell to an average of 
about 86 per cent of its gold value in October, 
and to 70 per cent in December, 1931. At the 
same time, the depreciation in relation to 
gold of the pound sterling proceeded first at 
an even higher rate, and in October sterling 
was quoted about 7 per cent below par of 
the krona ; subsequently it approached parity 
and even rose above it for a brief period. 


Control of Inflation Through Central Bank by 
Discount Policy 

From what has been said, it should not 

be inferred, however, that Sweden adopted 

its managed currency policy as a last re- 


sort. For years before its official adoption, 
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that policy, whose originator and main 
spokesman in Sweden is Professor Gustaf 
Cassel, had been ably propounded by econo- 
mists, and it had come to be regarded by 
many as a preferable alternative to the gold 
standard. Professor Cassel has long con- 
tended that it is possible for a central bank 
to control the value of a nation’s currency 
by regulating the available supply of means 
of payment. It need hardly be mentioned in 
this connection that the principal means to 
that end available to a central bank is its 
discount policy, in addition to which the bank 
is able to intervene actively on the money 
market by purchasing bills of exchange or 
bonds, thus releasing additional means of 
payment into circulation. Too low a dis- 
count rate, or otherwise too liberal a credit 
policy, is productive of an excess of means 
of payment, creating new nominal purchas- 
ing power and causing a rise in commodity 
prices. The opposite, an excessive discount 
rate, or otherwise too stringent a credit pol- 
icy, results in liquidation of borrowings from 
the central bank, reduced purchasing power, 
and a fall in commodity prices. Between such 
extremes lies the power of a central bank to 
maintain domestic prices at a desired level. 
These considerations indicate the funda- 
mentals of the Swedish currency policy. 
Restrictions on Note Issue Power 

It should be clearly understood that the 
managed currency policy of Sweden does not 
provide an artificial currency subject to ar- 
bitrary manipulations in order to suit pur- 
poses other than those stated in the policy. 
On the contrary, under proper management 
it provides a means of exchange more accu- 
rately attuned to real values and less subject 
to foreign influences, than a gold currency. 
One essential difference between the two is 
that the managed currency expresses the 
value of indispensable commodities on the 
domestic market, while gold currency ex- 
presses an arbitrary, artificial value on the 
international market of a metal which is 
practically valueless as an article of con- 
sumption. 

The Swedish managed currency is not “just 
printed money,” for it is secured by assets 
of international value. -According to Swed- 
ish law, the Bank of Sweden, which is re- 
sponsible directly to the parliament, is the 
sole bank of issue in the nation, and its 
right to issue bank notes is limited to a vol- 
ume not exceeding twice its gold reserve, 
plus notes to a value of 250 million kroner. 
In a national emergency it may receive the 
joint permission of king and parliament to 
issue additional currency to a value of 350 
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million kroner. For any note issue above 
twice the amount of the gold reserve, the 
bank must hold supplementary cover, con- 
sisting of government securities, certain 
bonds listed on foreign exchanges, gold in 
transit or earmarked abroad, bills of ex- 
change, net assets in foreign banks, or cred- 
its secured by the government paper or bonds 
mentioned above. The law therefore re- 
quires the entire issue to be covered partly 
with gold, partly with negotiable securities 
or credits secured by such, These provisions 
were not rendered inoperative when Sweden 
suspended gold payments; they still remain 
in force and apply to the managed currency. 

In September, 1931, the currency in circu- 
lation was 594.4 million kroner and the gold 
reserve, 198.6 million kroner, 197.2 million 
kroner being issued against eligible securities 
or credits. Only minor changes in circula- 
tion and gold reserve occurred until the end 
of February, 1933, the gold reserve remain- 
ing practically constant at about 206 million 
kroner, and the note circulation fluctuating 
between 526 and 612 million kroner. In 
March, 1933, the Bank of Sweden changed its 
policy and began to increase its gold reserve 
which reached 340.3 million kroner in July. 
At that time, the note circulation was 546.7 
million kroner, or less than twice the gold 
reserve. At no time under the present policy 
has the Bank of Sweden had recourse to the 
emergency provision for additional issue, 
and during this entire period has actually 
maintained a gold reserve in excess of the 
required currency cover. 


Mechanics of Discount Operations 
At the beginning of the year 1931, the dis- 
count rate of the Bank of Sweden had been 
3% per cent, and was reduced to 3 per cent 
early in February, to afford relief to busi- 
ness suffering under the depression and also 
to check the influx of capital from abroad. 


Increasing demands for foreign currency 
made it necessary to raise it to 4 per cent 
toward the end of July, and when Great 
Britain increased its discount rate in con- 
nection with abandoning the gold standard, 
Sweden followed suit, establishing a rate of 
5 per cent on September 21st and of 6 per 
cent on September 25th. That was, there- 
fore, the rate prevailing at the time when 
Sweden abandoned the gold standard. 

In connection with that action, the Bank 
of Sweden, on September 27th, increased its 
discount rate to 8 per cent. That increase 
was intended as a check on such specula- 
tion in goods and exchange as might follow 
in consequence of the altered currency situ- 
ation, and as a confirmation of the intention 





TRUST 


of the Bank of Sweden to maintain the in- 
ternal purchasing power of the currency. It 
was not long, however, before the directors 
of the bank felt assured of the absence of 
any tendency to speculation of the kind indi- 
eated or to a general rise in prices, and after 
the lapse of only a little more than a week, 
the rate was reduced to 7 per cent and on 
October 19th, to 6 per cent, at which level 
it remained until again reduced on Febru- 
ary 19, 1932. 


Development of Proper Commodity Index 

In order to carry out its monetary policy 
intelligently and with due precision, the 
Bank of Sweden besides its regulating mech- 
anism found itself in need of a more deli- 
cate indicator of variations in the domestic 
price levels and in the situation on the com- 
modity market, than that provided by exist- 
ing indices. In order to fill this need, the 
bank elaborated its own weekly index of the 
average level of retail prices. This index is 
based on data gathered from fifteen repre- 
sentative localities, concerning the retail 
prices of the more important commodities 
and services entering into general consump- 
tion. Its immediate purpose is to give a 
collective expression of the average purchas- 
ing power of the currency in the hands of 
the consumers, and it is so devised that the 
prices for each week are expressed in per- 
centage of those for the immediately pre- 
ceding week and are thus directly compar- 
able with the latter. A modification, how- 
ever, arises from the fact that data on prices 
of household furnishings, clothing, services, 
ete., are received monthly instead of weekly, 
and those on rent, quarterly or yearly. 

In order that the index may reflect the 
more accurately, conditions prevailing at any 
given time, a certain latitude is provigjed in 
the choice of commodity or seryicé items for 
the index, so that those which are chosen 
at the time are of actual importance. Also 
the weights attached to the different indi- 
vidual price items from which the average 
is computed, are changed in accordance with 
every considerable change in the items of 
consumption, so as to reflect the actual ten- 
dency in consumption, A second index se- 
ries has been worked out which makes pos- 
sible a direct comparison with regard to 
prices of any given week with those prevail- 
ing immediately before the suspension of the 
gold standard. These indices are comple- 
mented with additional statistical data in- 
tended as a basis for analyses of price de- 
velopments. The entire statistical material 
is chosen with a view toward making it pos- 
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sible to survey the influence of price move- 
ments on the general cost of living. 


Maintenance of Domestic Purchasing Power 

As formulated in September, 1931, the 
Swedish currency policy has on the whole 
been eminently successful in its aim of main- 
taining the domestic purchasing power of the 
currency. First of all, it should be noted as 
a rather remarkable fact, that the rise of 
nearly 44 per cent in the krona exchange 
‘ates of gold currencies, which took place in 
the three-months’ period immediately fol- 
lowing the inauguration of the policy, af- 
fected Swedish commodity prices only to a 
small extent. Two outside factors contrib- 
uted largely to that end. Because of’ the 
depreciation of the currencies of such im- 
portant customers as Great Britain, Den- 
mark, Norway, and Finland, export prices 
rose only slightly, not 2 per cent, in the 
period from September to the end of De- 
cember 1931. Due to rapidly falling prices 
in the gold nations as well as to the pre- 
viously mentioned fact that Sweden’s im- 
port contracts were extensively written in 
sterling, there was but a moderate increase 
in import prices, amounting to 13 per cent 
in the same period. The price level of do- 
mestic goods remained practically unchanged 
throughout the period, with a slightly de- 
clining tendency in’ December. 


In that period, there was only an insignifi- 
cant rise in the general wholesale level, re- 
tail prices remaining virtually constant, 
while the cost of living declined slightly. The 
new retail price index of the Bank of Sweden, 
based on the September, 1931, price level as 
100, showed a gradually proceeding change 
from 99.39 for the week ending October 17, 
1951 to 100.06 for the week ending January 
2, 1932. This is striking proof of the retail 
price stability attained under a managed 
currency system. 

A certain adjustment of the policy took 
place in 1932. According to one school of 
thought, wholesale prices should be _ stabi- 
lized. According to the other, they should 
be allowed to rise to an extent consistent 
with an approximately unchanged cost of 
living, such a development being desirable 
in order to stimulate business without in- 
viting inflation. 


Operations to Facilitate Price Recovery 


In January, 1932, the government an- 
nounced its adherence to the latter point of 
view in a statement by the Minister of Fi- 
nance, which also recommended a stabiliza- 
tion of the international value of the cur- 
rency as soon as conditions should permit. 
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In May, that year, a revised monetary pol- 
icy was formulated and adopted by the Bank 
of Sweden. The original policy had been 
aimed mainly at avoiding inflation; the re- 
vised policy stressed the desirability of a 
certain moderate recovery in wholesale 
prices, in the interest of production, whereby 
the price system, distorted by deflation, 
would become partially adjusted and the re- 
lation improved on the one hand between 
prices and on the other, wages and costs. 
The objectives of the new policy adopted 
in May, 1932, may be summarized as follows: 
to prevent a fall and preferably to bring 
about a moderate rise in wholesale prices in 
order to stimulate business; to reduce ex- 
change fluctuations without fixing the foreign 
value of the currency. In regard to the lat- 
ter point, pegging of the currency to the 
pound sterling has at no time been seriously 
considered, but it is considered fully consis- 
tent with the new policy to effect a tem- 
porary stabilization with the sterling rate, in 
the interest of foreign trade, provided such 
temporary stabilization shall not interfere 
with the desired recovery in wholesale prices. 
An example in this regard may be cited 
from the summer of 1932. Wholesale prices 
had declined sharply during the spring, both 
in Great Britain and in gold nations, and 


a fall in foreign exchange rates at that time 
would have resulted in a spread of the price 


decline also to Sweden. It was therefore 
necessary under the provisions of the mone- 
tary policy in force, first of all to prevent a 
fall in foreign exchange rates and later, as 
the foreign prices continued to decline, to 
cause an increase in those rates. For these 
purposes, the Bank of Sweden made large 
purchases of foreign exchange and decided 
to maintain, for the time being, a sterling 
rate of about 19.50—7%4 per cent above par. 

As a result of these operations, the gold 
exchange rates rose gradually from June to 
November, when the gold value of the krona 
had fallen to 65 per cent of par; sterling re- 
mained at about 7% per cent above par un- 
til October. The import price level rose by 
almost 9 per cent, while the export price 
level underwent only minor fluctuations. The 
general wholesale level showed an _ insigni- 
cant rise, culminating in September, and the 
retail price level remained unmoved. It may 
be of interest to note, that from September, 
1931, to June, this year, the gold reserves of 
the Bank of Sweden have increased from 
198,600,000 kroner to 266,300,000 kroner and 
its foreign currency reserves, from 32,500,000 
kroner to 318,000,000 kroner. In the two 
years during which the managed currency 
policy now has been operative, the Bank of 
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Sweden has gradually reduced its discount 
rate. Since October 1931, five successive re- 
ductions, each of one-half of 1 per cent, were 
made in 1932 and another reduction in June 
1933, bringing the rate to 3 per cent. 

In its revised form, the policy has been 
at least partially successful. Swedish whole- 
sale prices fluctuated only slightly in 1932 
and at the end of that year stood at about 
the same level as when the gold standard 
was abandoned. Between January and June 
of the present year, however, there occurred 
a slight decline which nevertheless did not 
exceed 4 per cent of the average level for the 
year 1932 and from which a decided recovery 
appeared in July. 

While the aim of preventing a fall in the 
wholesale price level therefore on the whole 
has been fairly successfully achieved, the 
policy so far has failed in bringing about a 
partial inflation of the wholesale prices. But 
no extraordinary measures have been taken 
to realize that aim. There has been extra- 
ordinarily little change in the retail price 
level, while at the same time the cost of liv- 
ing has fallen gradually by a little over 3 
per cent in the period from October, 1931, 
to July of the present year. The steadiness 
of the wholesale and retail price levels dem- 
onstrates that managed currency by its very 
nature possesses a flexibility which can not 
be obtained under the gold standard. 

Effectiveness in Domestic Production 

Under the world conditions which have 
been prevailing, an increase in the produc- 
tion of commodities could hardly be expected. 
The general production index fell from 93 
for the year 1931 to 87 for the year 19382, 
which latter figure seems to have been main- 
tained approximately in the first half of the 
present year. Unemployment also increased 
in 1932, and in that respect, the figures for 
the period, January to May of the present 
year are higher than the corresponding fig- 
ures for 1932. These facts, however, can 
hardly be taken to indicate a partial failure 
of the Swedish monetary policy. It should 
be borne in mind that the full force of the 
depression did not begin to be felt in Sweden 
until the second quarter of 1931, and it re- 
mained active there after it had begun to 
spend itself in the countries where the de- 
pression first appeared. Again, the Swedish 
industries are to a large extent producing 
for export, making them dependent upon for- 
eign demand, and the Swedish industrial 
production is therefore less amenable to do- 
mestic policies than is that of nations with 
a predominantly domestic market. On the 
other hand, the Swedish industries producing 

(Continued on page 421) 
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MEETING TRUST OBLIGATIONS IN A TRANSITIONAL 
PERIOD 


THE TRUST OFFICER’S PART IN THE NEW DEAL 


GILBERT T. STEPHENSON 
Vice-president, Equitable Trust Company, Wilmington, Del. 


(Epiror’s Note: Adherence to sound and proven principles must, in times of rapid 
change, be tempered with adaptability. Far more than conservation of trust principal is 
at stake; income must be adjusted, so far as possible, to preserve purchasing power. In his 
article, Mr. Stephenson points to the necessity for statesmanship not only in conservation 
of existing estates, but in re-creation of impaired estates and also in meeting new demands 
of beneficiaries due to rising price levels.) 


E are now in the midst of the new 
deal—not at the beginning nor yet 
at the end, but still in the midst 

of it. By the new deal I mean the extraor- 
dinary and unprecedented steps being taken 
by our Federal Government to restore pros- 
perity. What is the trust officer’s part in 
the new deal? As a responsible citizen to 
whom has been committed the custody and 
management of billions of dollars worth of 
other people’s property—much of it the prop- 
erty of widows and orphans—he has a part 
in the new deal which he cannot avoid. 

The place of the trust institution in our 
economic system will depend largely upon 
the trust officer’s adaptability to changing 
conditions and his fidelity to fixed principles. 
Now of all times he must keep his feet on 
the solid ground, run true to his charted 
course, and at the same time be vigilant and 
alert in dealing with unexpected develop- 
ments along the way. The tree that with- 
stands the storm keeps its roots firmly im- 
planted in the soil while its trunk bends 
with the wind; so must the trust officer, find- 
ing himself in the midst of the new deal, re- 
main true to the principles of trusteeship 
while he adapts his policies to the new de- 
mands. To the extent that the trust officer 
proves himself to be a leader and a states- 
man during the next few years in all mat- 
ters pertaining to tryst business—equally 
courageous in defending the old if it is still 
good and in espousing the new if it is better 
—to that extent will the trust institution 
have a place in the new economic order. Let 
me suggest and briefly discuss three ways in 


which I think the trust officer may display 
his leadership and statesmanship as the new 
order is being worked out. Two of them in- 
volve adaptability and one of them a meas- 
ure of fixity. The first is by helping people 
to re-create their estates; the second is by 
helping people to conserve the estates they 
have left over from the ravages of the de- 
pression; and the third is by meeting the 
new needs and demands of beneficiaries cre- 
ated by the rise in prices. 


Helping to Re-create Estates 

The principal personal trust business of 
most trust institutions is the settlement of 
estates as executor or administrator and the 
administration of estates as trustee or guard 
ian. This main business, however, presup- 
poses the existence of estates to be settled 
and administered. The fact is all too well 
known that the estates of many of those who 
were the most promising trust customers four 
years ago are now practically non-existent, 
and that with such men it is the problem of 
starting all over again. Let a trust officer 
say to a man in that condition, “I should 
like for you to name our company executor 
and trustee under your will,” and, likely as 
not, the man’s answer will be, “I haven’t 
any estate now to be settled. If you will 
help me to re-create my estate, I shall be 
glad to have you settle it when the time 
comes for it to be settled.” How shall the 
trust officer react to the challenge that is 
implicit in such an answer? Shall he say he 
cannot help to re-create the estate, for the 
function of a trust institution is to conserve. 
not to create, estates? Or shall he say, “We 
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are ready to help you to re-create your es- 
tate,” and thereby show his adaptability? 

Without losing sight for one moment of 
the fact that the settlement and administra- 
tion of existing estates is still the main busi- 
ness of trust institutions, the trust officer 
may, nevertheless, properly have a tremend- 
ously important part in the re-creation of es- 
tates. The two trust services that are per- 
fectly adapted to the re-creation of estates 
are installment living trusts and installment 
life insurance trusts. 


Rebuilding Estates by Living Trusts 

The American people have in time past 
come to believe that living trusts are for the 
well-to-do and the wealthy only, that a trust 
institution does not care to accept a living 
trust unless the initial deposit is $25,000 or 
$50,000 or some amount that is now beyond 
the reach of most men. Under present con- 
ditions, however, the man who is able to 
make an initial deposit of only $500 or $1,000 
and who expects to be able to add to it at 
the rate of only $50 or $100 per month may 
be in need of a living trust quite as much as 
the man in former times: who could open his 
trust with $50,000 or $100,000 and add to it 
at the rate of $25,000 or $50,000 a year. 

The part of wisdom and foresight for the 
trust officer, as I conceive it, is to bring liv- 
ing trusts within the reach of the man who 
is now just ready to begin the re-creation 
of his estate and to encourage him to estab- 
lish a living trust with as little as $500 initial 
deposit if he has reasonable assurance of 
being able to add to it as much as $50 per 
month. In some cases the acceptance of an 
even smaller initial deposit and periodic ad- 
dition may be justified without trespassing 
upon the field of the savings institution. If 
the trust officer is convinced that his custom- 
er is in earnest about re-creating his estate 
and that he has .a reasonable prospect of 
success in his business, he may well afford to 
accept small deposits. Let the trust officer 
not despise small beginnings these days. 
Some of the undiscouraged and undiscour- 
ageable men who can start a living trust to- 
day with not more than $500 will be the men 
who ten years from now will have re-created 
their estates and be as well or better off than 
they thought they were in 1929. Mistake not, 
the trust institution that helps such men 
now to begin the re-creation of their estates 
will then be the institution that will settle 
and administer the estates so re-created. 


Installment Life Insurance Trust 
The installment life insurance trust is only 
an addition to or an adaptation of the in- 
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stallment living trust. In an installment life 
insurance trust, in addition to the initial de- 
posit and the periodic payments, the customer 
trustees his life insurance and charges his 
trustees with the duty of paying the pre- 
miums out of the trust funds deposited and 
investing the surplus only. Many a man, not 
now able to pay out several hundred dollars 
for insurance premiums at any one time of 
the year, would be surprised and gratified at 
the amount of insurance he could purchase 
by spreading the premiums over the whole 
year. ‘The installment insurance trust en- 
ables him so to spread the premiums without 
incurring the additional expense of carrying 
his insurance on a monthly basis. The trust 
officer, who is thinking of immediate profits 
only, would say that there is no pay in such 
business. That is true, if one takes only the 
shortsighted view of it. But the farsighted 
trust officer well knows that, if he helps his 
customer now to carry adequate insurance, 
his customer will in course of time have a 
creditable estate to settle and that the trust 
institution which helps to create the insur- 
ance estate will in time be the one to ad- 
minister it. 

Conservation of Estates by Living Trusts 

Despite all the distressing estate-casualties 
during the past four years, many estates are 
still intact, though greatly reduced in value. 
Throughout the entire period of depression 
many people have held on to their stocks and 
bonds and have said with grim satisfaction 
that, come what may, their securities are 
paid for and that they still have in 1933 
identically the same stocks and bonds as they 
had in 1929. Those who say this are mostly 
men and women who, until the new deal be- 
‘ame a reality, hoped and expected that the 
status quo ante 1929 would eventually be re- 
stored. Now they are more disturbed than 
they have been at any time, lest, as a result 
of the new deal, their securities—bonds and 
mortgages especially—which they have held 
on to with such tenacity may lose their value 
in terms of purchasing power. 

To a person in such a frame of mind, the 
trust officer may well offer two services, both 
of which are designed, in the main, to meet 
similar situations. One is the living trust 
and the other the managing agency for se- 
curities. I am referring now, not to the in- 
stallment living trust, but to the living trust 
into which the entire trust estate is put in 
the beginning with no present intention of 
making periodic additions thereafter. The 
many good reasons for creating a living trust 
at any time occur at once to the trust officer 
but the dominant reason that I have in mind 
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now is that the establishment of such a trust 
gives the estate owner the immediate bene- 
fits of the investment management of a trust 
institution. ‘These benefits will be appreci- 
ated more and more as the investment rec- 
ord of trust institutions during the depression 
is revealed. 

The investment record of the trust insti- 
tution during the past four years is not due 
to any extraordinary or even superior in- 
vestment judgment on the part of the in- 
dividual trust officer. Grant that a trust of- 
ficer, by himself, is as liable to make errors 
of judgment in investment as is any other 
man of similar intelligence and investment 
experience. However, when an investment 
problem has run the gamut of the statistical 
division, the trust investment committee of 
officers, and the investment committee of the 
board of directors of a trust institution, the 
decision finally reached is more likely to be 
correct than the decision of any individual 
would be. In other words, the composite 
judgment of a group of intelligent, experi- 
enced, conscientious men whose daily work is 
to pass upon trust investments is more to be 
depended upon than the single judgment of 
any one of them or of any other individual of 
similar intelligence and investment experi- 
ence. For those who are willing to shift all 
investment responsibilities onto the shoulders 
of others the living trust seems to be a de- 
sirable arrangement while we are in the tran- 
sitional stages of the new deal. 


Conserving Estates Through Managing 
Agencies 

The active business man who prefers to 
manage his own investments may, neverthe- 
less, need for the conservation of his estate 
the services of a trust institution, at least 
during the period of adjustment incident to 
the new deal, not in the capacity of trustee, 
but in that of managing agent. With regard 
to investments, the only basic difference be- 
tween a living trust and a managing agency 
is that in a living trust the trustee may, under 
the authority of the trust instrument, make 
and change investments upon its own re- 
sponsibility without consulting the creator of 
the trust, the beneficiaries, or any other per- 
son, whereas in an agency the agent only 
recommends changes in investments and 
leaves the decision to the principal. The trust 
investment service—analysis, review, sub- 
mission to committees, exercise of composite, 
not individual, judgment—up to the point of 
actually making or changing the investment 
is the same in the agency as in the trust. For 
those who prefer to retain complete control 
of their investments and yet feel the need of 
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investment advice based upon impartial an- 
alysis and review of securities and recom- 
mendations representing a composite judg- 
ment, the managing agency seems to be an 
admirable arrangement for the present time. 


Meeting the Problem of Rising Prices 

With regard to estates now under admin- 
istration by trust institutions, an immediate, 
pressing and difficult problem that harasses 
the trust officer is what investment policy he 
should adopt in the light of the present and 
impending rise in prices. I do not refer now 
to inflation with its ugly associations and 
connotations. I am not apprehensive over the 
prospect of having such inflation as that 
which overtook Germany after the war and 
practically wiped out its “family trusts.” 1 
am referring only to the rise in prices which 
began several months ago and which, Presi- 
dent Roosevelt suggests, should continue 
until the 1924-25 level has been reached. Ben- 
eficiaries of trusts which are invested in 
bonds and mortgages are already finding that 
their income is purchasing less and less of © 
the necessities or comforts of life. If prices 
continue to rise and the dollar income of the 
beneficiaries remains fixed, some beneficiaries 
will suffer. 

With the prospect of a continuing rise of 
prices until some previous level is reached, 
the trust officer must face the question of 
what he can and should do to maintain or to 
restore the purchasing power of the income 
of his beneficiaries? What the trust officer 
can do depends upon the investment provi- 
sions of the trust instrument or the laws of 
the State. If the trust instrument limits the 
investments to bonds and mortgages, the 
trust officer may be able to do something, 
but not a great deal, to increase the money 
income of the beneficiaries. If the trust in- 
strument expressly authorizes the trustee, in 
its absolute discretion, to invest in non-legals, 
including common stocks, the trustee can, so 
far as authority goes, make any changes in 
investments calculated to increase the in- 
come. So also, if the trust institution is lo- 
cated in a state, like Massachusetts or North 
Carolina, that leaves the selection of invest- 
ment securities to the judgment and discre- 
tion of the trustee and the trust instrument 
itself contains no investment directions or 
limitations, the trust officer may chauge the 
investments to increase the income. In a 
trust institution that has a commingled trust 
composed of stocks, bonds and mortgages, the 
trust officer may increase the proportion of 
common stocks in the commingled trust and 
may also increase the proportion of the par- 
ticipation of any account in the commingled 
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trust, provided he is acting under express au- 
thority in the trust instrument. 

So, apart from “legal” trusts and those as 
to which there are specific investment direc- 
tions or limitations, the trust officer's ques- 
tion is not, “What can I do,” but, “What 
should I do?’ As to most trusts, the basic 
question still remains as to what extent the 
trust officer should go in trying to shape his 
investment policy to meet the rising prices? 


Safe Investment Principles 

Within, strictly within, the investment pro- 
visions of the trust instrument or the loca! 
law, the trust officer should, of course, change 
his trust investments if he can increase the 
income without jeopardizing the principal. 
This, however, is no more than he has been 
doing all the while. Further than this he is 
not justified in going now any more than 
would have been justified in the past. That 
is to say, the rise in prices does not justify 
the trust officer in changing his present in- 
vestment policy. He is not called upon to 
abandon fixed principles of trust investment 
and to engage in any frantic effort to in- 
crease the money-income of his beneficiaries 
so as to keep up with the rising prices. Trust 
beneficiaries would lose more by the trust of- 
ficer’s abandoning accepted principles of trust 
investment than they could possibly gain by 
any increase of income. The following ex- 
cerpt from the Statement of Principles of 
Trust Institutions is as applicable in the 
midst of the new deal as it was before and 
as it will be afterward: 

“The investment function of a trustee is 
the care and management of property, not 
mere safekeeping at one extreme or specula- 
tion at the other. A trust institution should 
devote to its trust investments all the care 
and skill that it has or can reasonably ac- 
quire. The responsibility for the investment 
of trust funds should not be reposed in an in- 
dividual officer or employee of a trust depart- 
ment. All investments should be made, re- 
tained or sold only upon the authority of an 
investment committee composed of capable 
and experienced officers or directors. 

“When the trust instrument definitely 
states the investment powers of the trustee, 
the terms of the instrument must be followed 
faithfully. If it should become unlawful or 
impossible or against public policy to follow 
literally the terms of the trust instrument, 
the trustee should promptly seek the guid- 
ance of the court about varying or interpret- 
ing the terms of the instrument and should 
not act on its own responsibility in this re- 
spect except in the face of an emergency, 
when the guidance of the court beforehand 
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could not be obtained. If the trust instru- 
ment is silent about trust investments or if 
it expressly leaves the selection and retention 
of trust investments to the judgment and dis- 
cretion of the trustee, the latter should be 
governed by considerations of the safety of 
principal and dependability of income and 
not by hope or expectation of unusual gain 
through speculation. However, a_ trustee 
should not be content with safety of principal 
alone to the disregard of the reasonable in- 
come requirements of the beneficiaries.” 


Me 2, , 
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THE MEANING OF A LOWER BANK RATE 


The Federal Reserve Bank of New York, 
which with a persistence and confidence in 
theory which is at least praiseworthy, has 
reduced its rate of discount, from 2% to 2 
per cent, thereby exploding another mine 
under the high cost of long term-credit and 
its synonym, the low price level of bonds. 
This time the change probably will not seri- 
ously damage yields on short term money, 
which are already too far depressed to be 
materially affected by a discount rate which 
is still out of the line with the money market. 

With excess bank reserves for the country 
as a whole around $800,000,000 it is obvious 
that further expansion would be futile as 
the working capacity of that sum is as great, 
for all practical purposes as would be any 
larger figure. 

Noting some encouraging signs of revival 
in demand for sound commercial borrowing, 
the New York Federal Reserve Bank has 
given encouragement to such demand through 
a gesture whose psychological effects may be 
greater than the purely financial results. 
Once excess reserves commence to produce 
real credit inflation, it will be interesting to 
see how rapidly the reserve system can and 
will take in its sail. 


CALLAWAY ELECTED CHAIRMAN 
EXECUTIVE COMMITTEE TRUST 
DIVISION, A. B. A. 


In reporting the proceedings of the meet- 
ing of the Trust Division of the American 
Bankers Association in the September issue 
of Trust CoMPANIES Magazine, we failed to 
mention that Merrel P. Callaway, vice-presi- 
dent of the Guaranty Trust Company of New 
York, had been elected chairman of the ex- 
ecutive committee of the Division, and noted 
in error that Lewis E. Pierson of the Irving 
Trust Company held that position for the en- 
suing year. Mr. Pierson is a member of the 
Executive Committee. We are glad to make 
this correction. 
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CORPORATE FIDUCIARIES AND THE SECURITIES ACT 


RECOGNITION AND AVOIDANCE OF LIABILITIES OF THE TRUSTEE 


GUIDO PANTALEONI, JR. 
Of White & Case 


(Epiror’s Norte: Because of the prevailing uncertainties as to interpretation of the 
Securities Act, the following article has been written with a view to clarifying the more 
important questions of especial interest to trust institutions. As a guide to proper under- 
standing of the liabilities of banks and trust companies under the pertinent provisions of 
the Act, Mr. Pantaleoni’s discussion is very constructive and timely.) 


HE Securities Act of 1933 has been 
thoroughly discussed in many publica- 
tions and it will be assumed, therefore, 
that the reader has a more or less general 
picture of the Act as a whole. The Act, as 
it affects directly the usual functions of a 
bank or trust company will be discussed here. 


Liability for Sales of Securities 


Section 12 (2) gives the purchaser a cause 
of action against the seller where the sale 
was made by means of a prospectus or oral 
communication which contained an untrue 
statement of a material fact or omitted to 
state a material fact necessary to make the 
statements made (in the light of the circum- 
stances under which they were made) not 
misleading. Under this section no one is 
liable except the seller and his liability is 
only to the purchaser. The section does not 
therefore give a cause of action against a 
bank or trust company to one of its custo- 
mers if the bank has acted as a broker and 
done no more than execute the customer’s 
order to buy or sell even though the bank 
recommends the purchase or sale and misin- 
forms its customer as to the facts. Liability 
at common law of course remains. 


It would also appear that under Section 12 
(2) the purchaser from the bank can sue 
the bank only: where the bank sells for its 
own account as principal; where the bank 
purports to sell as principal even though it 
is actually selling as agent, and where it 
sells as agent but for an undisclosed princi- 
pal. The best opinion seems to be that the 
purchaser could not sue the bank where the 
bank sells as agent for a disclosed principal. 
The definition of the term “sell” is broad 
enough to include the acts of an agent but 


Section 12 reads “any person who sells * * * 
shall be liable ‘to the person purchasing such 
security from him,’ and in interpreting the 
section the words italicized must be given 
effect. Section 17 (a), which makes unlaw- 
ful the same action that in Section 12 (2) 
gives rise to a civil liability, applies not only 
to the seller but to any one who “‘in the sale 
of a security” makes a misstatement or omis- 
sion. It follows that although a bank, acting 
merely as broker, will not be liable to its 
customer and that a bank acting as agent 
for a disclosed principal will not be liable 
to the purchaser under Section 12 (2), the 
bank may well violate Section 17 (a) in 
either case. Section 17 (a) is a penal sec- 
tion only, however, and a violation must be 
“wilful” in order to be actionable. A bank 
that sells as executor or administrator or as 
trustee under a testamentary trust or a trust 
inter vivos is, however, a seller within the 
meaning of Section 12 (2). The fact that 
the bank or trust company has only legal 
title to the securities sold will, it is believed, 
not affect the result. 


Section 14 of the Act states “that any pro- 
vision binding any person acquiring any se- 
curity to waive compliance with any provi- 
sions of the Act shall be void.” This section 
would probably prevent a bank or trust com- 
pany, selling in a representative capacity, 
from limiting its liability to the corpus of 
the trust or estate. If the misrepresentation 
was not wilful or negligent the bank would 
probably be permitted to recoup from the 
estate or trust any damages which it had 
suffered and Section 14 would, of course, not 
prevent the beneficiaries of the trust or es- 
tate waiving their rights against the bank if 
at common law such a waiver was proper. 
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Difficulties in Defending Statements by Seller 

The description in Section 12 (2) of the 
type of misrepresentation which gives rise 
to a cause of action is not much different 
from that given heretofore by the courts. 
There is some confusion among laymen in 
regard to the liability for omission of a 
material fact and it should therefore be em- 
phasized that there is no liability for an 
omission of a material fact under Section 12 
(2) unless the omission renders misleading 
the statements which were made. In other 
words, if a seller does no more than identify 
a security and state the offering price, there 
can be no liability under Section 12 (2). The 
section as a whole, however, does probably 
increase the liability of the seller in that 
there is no requirement, as at common law, 
that the purchaser show that he relied upon 
the untrue or misleading statement or that a 
reasonable person would have relied upon 
them, a purchaser who has sold his security 
may sue for damages without proving that 
there was an intent to defraud or that the 
seller knew of the untruth. 

Under ‘Section 12 (2) the seller can suc- 
cessfully defend his action only if he can 
prove either that the purchaser knew of the 
untruth or omission, or if he can sustain the 


burden of proof that he (the seller) did not 
know, and, in the exercise of reasonable care, 
could not have known of the untruth or 


omission. This defense is not as practical 
for a bank as might be supposed. First of 
all, a bank will be liable for the oral state- 
ments as well as the written statements of 
its employees. As a practical matter, some 
control can be exercised over written state- 
ments but statements in regard to securities 
cannot be limited to written documents and 
no entirely satisfactory method has been de- 
vised whereby a purchaser can be put on 
notice of the limited authority of the em- 
ployee to make oral representations. In the 
second place, a large bank will have many 
departments. In spite of every effort to co- 
ordinate information possessed by each of 
the departments separately, cases are bound 
to arise where in the best of good faith state- 
ments are made about a security by one de- 
partment which are either untrue or at least 
misleading because of facts known to an- 
other department. 

Last but most important, a bank is gen- 
erally in a position to get more accurate in- 
formation than an ordinary individual and 
will probably be held to a higher standard 
of care. In many cases it may be very difli- 
cult to establish that in the exercise of rea- 
sonable care it could not have discovered 
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through banking channels, through its repre- 
sentation on boards of directors, ete., the 
untruth or omission. That Congress intended 
to draw a distinction between the group who 
are supposed to be familiar with securities 
on the one hand and the general public on 
the other is shown by the exempt transac- 
tions in Section 4 discussed below. 


Descriptions of Security Where Corporate 
Trust Relation Exists 

Section 17 (b) was probably directed at 
the so-called “tipster sheet,” but its language 
is broad enough to cover a great deal more. 
That section makes it unlawful for any per- 
son “to publish, give publicity to, or circu- 
late any notice, advertisement, newspaper, 
article, letter, investment service or commu- 
nication which, though not purporting to 
offer a security for sale, describes such se- 
curity for a consideration received or to be 
received, directly or indirectly, from an is- 
suer, underwriter or dealer without fully dis- 
closing the receipt, whether past or prospec- 
tive, of such consideration and the amount 
thereof.” 

It occasionally happens that the personal 
trust department accepts a commission for 
influencing deposits by their customers under 
a reorganization plan. Section 17 (b) 
would, of course, apply. In such cases, how- 
ever, it is almost universally the custom for 
the bank to give its customer the benefit of 
any such commission and where this is done 
the bank has, of course, necessarily complied 
with the section. A more difficult question is 


best understood by stating an imaginary case. 


Suppose that a bank is being or will be paid 
by the X Company for its services as trans- 
fer agent, registrar, corporate trustee or de- 
positary for a protective committee and that 
the bank gives advice which involves describ- 
ing the securities of the X Company either 
to its customers in its custodian or invest: 
ment department or ‘to its co-trustees or the 
persons who have joint investment control of 
certain of its personal trusts. Must the bank 
disclose the amount of the consideration it 
has received, is receiving and will receive 
from the X Company? 

The best opinion seems to be that advice 
involving description of the security given 
by a bank, either in response to an inquiry 
or to a co-trustee or someone else to whom 
the bank owes a duty to give investment 
information, is not within the meaning of 
the words “publish, give publicity to or cir- 
culate,” and that considerations received as 
transfer agent, registrar, trustee or deposi- 
tary, ete., are not considerations received di- 
rectly or indirectly for describing the secur- 
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ity. Section 17 (b), like Section 17 (a), is 
a penal section and creates no civil liability. 
The penalty for violation is a fine of $5,000 
or imprisonment for five years, or both. As 
mentioned in discussing Section 17 (a) above, 
in order to prove such a conviction the Gov- 
ernment would have to show “wilful viola- 
tion.” It should be noted, however, that in 
a case of prosecution under Section 17 (b) 
the proof of “wilfulness” might be compara- 
tively easy. There are many cases holding 
that the term “wilful” in a criminal statute 
means simply knowledge of the act done. 
Knowledge of the law is presumed. 
Requirement of Registration Statement 

The Securities Act requires registration of 
certain securities in Washington and enforces 
this requirement by means of severe penal 
and civil provisions. Section 5 (a) provides 
that unless a registration statement is in 
effect, as to a security, it shall be unlawful 
“for any person directly or indirectly * * * 
to carry or cause to be carried through the 
mails or in interstate commerce by any 
means or instruments of transportation any 
such security for the purpose of sale or for 
delivery after sale.” Section 5 (b) provides 
that it shall be unlawful “to carry or cause 
to be carried through the mails or in inter- 
state commerce any such (registered) secur- 
ity for the purpose of sale or for delivery 
after sale unless accompanied or preceded 
by a prospectus that meets the requirements 
of Section 10.” 

Compliance with the provisions of Section 
5 is rendered difficult because all securities 
do not have to be registered. Section 3 ex- 
empts specific classes of securities and, 
among others, securities which prior to July 
27, 1933, had been sold or disposed of by 
the issuer or bona fide offered to the pub- 
lic, provided “this exemption shall not apply 
to any new offering of any such security by 
an issuer or an underwriter.” Without dis- 
cussing the meaning of this exemption clause, 
suffice it to say that the question of deter- 
mining what securities are required to be 
registered and what are exempt is a difficult 
and complicated question. Obviously, if Sec- 
tion 5 stood alone, every member of the 
public would have to determine for himself 
the status of the security he was about to 
sell, buy or deliver. It will be noted from 
the language quoted above that while a sale 
must be involved in order for Section 5 to 
apply, a person may violate the section even 
though he himself is not the seller in the 
transaction. A railroad company, for in- 
stance, shipping securities for a bank, would 
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be within the language of Section 5 provided 
the bank was selling the securities. 


Classification of Bank and Trust Company 
Services 

Section 4, however, exempts from the pro- 
visions of Section 5 all persons other than 
an issuer, underwriter or dealer. If a bank 
is not a dealer then it is not concerned with 
the provisions of Section 5. A dealer is de- 
fined in subdivision 12 of Section. 2, “Any 
person who engages either for all or part of 
his time directly or indirectly as agent, broker 
or principal in the business of offering, buy- 
ing, selling or otherwise dealing or trading 
in securities issued by another person.” 

A trust company that restricts its activities 
exclusively to that of acting as trustee of per- 
sonal trusts or executor or administrator 
would, in all probability, not be a dealer. 
The trust company whose activities include 
in addition those of a deposit bank without 
a bond department or trading department 
would also probably not be a dealer. It has 
been argued that under the definition of 
dealer the activities of ‘the personal and cor- 
porate trust and corporate agency depari- 
ments of a trust company would not be 
classed as ‘the activities of a dealer even if 
the trust company had a separate bond and 
trading department which would come within 
the definition of dealing in securities. This 
interpretation of the definition seems doubt- 
ful to the writer. The Act as a whole shows 
a clear intent to draw a distinction between 
classes of persons rather than classes of 
transactions. Witness the exception (which 
proves the rule) made for transactions by 
an underwriter in Section 4 where it spe- 
cifically includes as a dealer “an underwriter 
no longer acting as an underwriter in re- 
spect of the security involved in such trans- 
action.” 

At any rate, the weight of opinion among 
lawyers seems to be that a bank which has 
a security trading department or which buys 
or sells securities for custodian and invest- 
ment accounts as agent or for its own ac- 
count would come within the definition of a 
dealer and that transactions by such bank 
in its other capacities as personal or cor- 
porate trustee and as corporate agent would 
be the transactions of a dealer. 

The question has been raised whether a 
bank whose dealer activities are restricted to 
transactions in exempt securities is still a 
dealer within the meaning of the Act. Sec- 
tion 3 (a), which exempts governments, mu- 
nicipals and railroads, begins “Except as 
hereinafter expressly provided, the provi- 
sions of this title shall not apply to any of 
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the following classes of securities.” It is ar- 
guable that the effect of this clause is to 
modify the definition of “security’’ contained 
in subdivision 1 of Section 2 and hence to 
modify the use of the word “securities” in 
the definition of the term “dealer.” The best 
opinion seems to be that Section 3 (a) does 
not have this effect. 


Risks Involved in Corporate Trust Work 

A bank that comes within the definition of 
a dealer might inadvertently, as transfer 
agent, corporate trustee or depositary for a 
protective committee, transmit securities 
through the mails or in interstate commerce 
in violation of Section 5 if it has not checked 
into the matter thoroughly. In addition, 
banks are constantly transmitting and re- 
ceiving securities with draft attached for the 
account of other banks and individual custo- 
mers, again running the risk of violating 
Section 5 if they do not inquire into the cir- 
cumstances surrounding the transactions. 

The civil liability for a violation of Sec- 
tion 5 is imposed by Section 12 (1) which 
reads, “Any person who sells a security: in 
violation of Section 5 * * * shall be liable to 
the person purchasing such security from 
him, ete.” In discussing Section 12 (2) it 
was stated that no one but the seller was 


liable and that the seller was liable only to 
the purchaser from him, and that a bank 
acting as agent for a disclosed principal did 


not come within this language. This reason- 
ing applies as well to Section 12 (1). In 
its corporate agency activities the bank is 
acting in a purely ministerial capacity and 
is not even performing the function of an 
agent for sale. In most of such activities, 
for instances, as transfer agent, trustee, ete., 
the fact of the bank’s agency is clear and the 
identity of the principal is disclosed. The 
risk of prosecution by the Government, how- 
ever slight, as a practical matter remains. 
A bank may very well be guilty of a viola- 
tion of Section 5 even though it would not 
be liable civilly to the purchaser, as ex- 
plained above. 


The situations that can arise which re- 
quire an interpretation of Section 5 are many 
and very different one from the other. Gen- 
eral rules for guidance are hard to frame. 
The following thumb rules might, however, 
be suggested : 


1. Care should be exercised that the min- 
isterial function of the bank and the iden- 
tity of its principal are fully disclosed. For 
instance, a bank may register a certificate 
of deposit but should probably not sign it 
unless it signs clearly as agent for the com- 
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mittee. Under no circumstances should the 
bank step out of its proper role and itself 
solicit deposits. 

2. Original issues of stock, bonds or cer- 
tificates of deposit where the bank acts as 
transfer agent, corporate trustee or deposi- 
tary, respectively, should be made only after 
the bank has received a satisfactory opinion 
from counsel for the company either that 
the security is not required to be registered 
or that the security has been registered and, 
in the latter case, that the prospectus to be 
used conforms to the requirements of Section 
10. If registered, a prospectus should be 
sent by the bank with each original delivery. 

3. Transfers of securities which are reg- 
istered under the Act present a difficult prob- 
lem, The bank may well be on notice that a 
sale has taken place in each case. Where the 
securities to be transferred are delivered to 
the transfer agent or depositary by the trans- 
feree and not the transferor, it is probably 
safe to send the new securities to the trans- 
feree without enclosing a prospectus because 
the “delivery after sale” contemplated by 
Section 5 probably took place when the old 
certificates were delivered by the transferor 
to the transferee. 

4. Where the transferor sends the certifi- 
eates (representing securities registered in 
Washington) with the request to issue and 
mail new certificates direct to the transferee 
and when a customer of the bank requests 
the bank to forward certificates (represent- 
ing a registered security) with draft at- 
tached for collection, a still more difficult 
question is presented. If the sale which is 
indicated is being made by somebody other 
than an issuer, dealer or underwriter, it is 
probable that the whole transaction is ex- 
empt though this is not entirely clear under 
the Act. In any event, in such case the bank 
should consult counsel. 

In case of a violation and of prosecution 
the question arises what officers of the bank 
may be criminally liable. The best opinion 
seems to be that only such officers as were 
actively and wilfully engaged in the act will 
be liable and not other officers, members of 
the board of directors or executive committee 
as such. 


Problems in Reorganizations and Exchange 
of Securities 
It may be interesting to say a word in 
regard to reorganizations. The definition of 
a security in subdivision 1 of Section 2 in- 
cludes everything which by any stretch of 
imagination could be regarded as a security. 
Many attorneys thought that merely stamp- 
(Continued on page 436) 
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It’s Our Job to Manage 
Estates and Trusts 


CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

.. sells no securities. Its entire 
personnel is dedicated to a single 
purpose — the care and manage- 


ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 
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SPEED UP AND SIMPLIFY 
YOUR TRUST ACCOUNTING 


BURROUGHS SIMPLIFIED TRUST SYSTEM OFFERS 
THESE 10 OUTSTANDING ADVANTAGES: 


1. Makes up-to-the-minute information about each trust instantly 
available. 


. Is adaptable to any type of trust. 
3. Is simple enough for any bookkeeper to operate. 


. Is plain enough to be understood by every person in the trust 
department. 


5. Is flexible enough to provide for unlimited expansion. 


. Is inclusive enough to handle every conceivable type of trust 
transaction as a matter of routine. 


7. Gives absolute control of every trust and every transaction. 


. Gives a daily automatic balance of each trust and the entire trust 
department. 


. Supplies information for audits, court reports, annual statements, 
income tax, etc., eliminating special analyses. 


. Is easy to install, inexpensive to operate. 


Why not, today, telephone the local Burroughs office 
—or write direct—and get full information 
about this simplified trust system? 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN 


BURROUGHS 


SIMPLIFIED TRUST SYSTEM 





SUCCESSFUL PROGRAM OF BANK LIQUIDATION 


EXPERIENCE IN RELEASING FUNDS OF DEPOSITORS 


CHARLES C. CLOUGH 
Comptroller, Manufacturers Trust Company of,New York 


(Epiror’s Note: Since 1931 the Manufacturers Trust Company of New York has 
been engaged upon a work of public service in handling the liquidation of many of the small 
banks and trust companies in New York City whose affairs had become involved. This 
was a new and untried bul very useful field for trust company operation, and the results have 
more than justified the wisdom of all those who were responsible for undertaking the work. 
Inasmuch as the complete story has never been told, Trust Companies Magazine requested 
the company to assemble the pertinent figures and material, and to prepare the following 


article. 


The record, of which the trust company may be justly proud, shows how the 


liquidation of distressed banking institutions may be effected without freezing the funds 
of depositors or denying banking facilities to the public.) 


T will be remembered that during the 
summer of 1931, the banking situation 
throughout the country became serious. 
Banks were beginning to close their doors; 
depositors were becoming alarmed and in 
some instances panicky. The process of liqui- 
dation was generally known to be slow and 
depositors became aware of the fact that 
their funds would be tied up indefinitely in 
a closed bank pending the liquidation of 
assets by either state or federal authorities. 
Hope for immediate release of funds to de- 
positors was very remote. It was at this 
time when bank closings were beginning to 
increase rapidly, that Harvey D. Gibson, 
president of the Manufacturers Trust Com- 
pany, New York, devised a novel plan which 
was a radical departure from the old method 
of liquidation. Although banks frequently 
act as receivers for commercial and indus- 
trial enterprises, one bank has seldom, if 
ever, been called upon to liquidate another 
bank; that duty had been generally accepted 
as being part of the routine of both state and 
federal authorities. Mr. Gibson’s plan con- 
templated that one bank should act to liqui- 
date a number of banks. This would make 
available to the depositors immediately all 
or a portion of their funds, and the balance 
much more rapidly than was possible through 
the usual process of liquidation. 
Accordingly, when the Chief Federal Ex- 
aminer, for the New York District, reported 
that one of the small uptown banks, the 
Lebanon National Bank of New York, would 
have to be liquidated, the Manufacturers 
Trust Company undertook the task. Within 


twenty-four hours after the decision, the 
Lebanon depositors were informed that 100 
per cent of their balances were available for 
them at the most conveniently located branch 
of Manufacturers Trust Company. During this 
twenty-four hour interval accountants from 
the trust company had audited the books and 
records of the Lebanon bank, and their ap- 
praisal indicated that there was _ sufficient 
liquidating value in the assets to pay out 100 
per cent to depositors. Thereupon, 3,100 de- 
positors of the Lebanon bank, with deposits 
aggregating $474,000, were given the choice 
of accepting cash in full payment of their 
deposits, or of continuing their banking con- 
nections with a much larger and stronger 
bank. j 


Method of Making Deposits Available 

In arranging this plan of liquidation, it 
was necessary to get the consent of the di- 
rectors of the Lebanon and two-thirds of its 
shareholders. A formal agreement was drawn 
between the participating banks wherein the 
Manufacturers Trust Company agreed to 
lend to the Lebanon National some $474,000, 
the loan to be secured by all the assets of the 
latter. A check for this amount was then 
turned back to Manufacturers Trust Com- 
pany, who assumed the deposit liabilities in 
full. The agreement provided that as the 
assets were liquidated, the proceeds there- 
from were to be applied to the reduction of 
the original loan. Provision was made in 
the agreement for the disposition of income 
and expenses incurred during the period of 
liquidation, and the return of unliquidated 
assets to the Lebanon’s Liquidating Commit- 
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tee after the loan and all claims held by the 
trust company had been satisfied. 

On August 4, 1931, the Midtown Bank of 
New York, which consisted of a head office 
and one branch bank, sought the aid of Man- 
ufacturers Trust Company, through the Su- 
perintendent of Banks of the State of New 
York. The Lebanon situation had been man- 
aged so efficiently, and liquidation was pro- 
gressing so smoothly, that the Superinten- 
dent asked that the liquidation of the Mid- 
town be conducted in a like manner. The 
necessary consent of directors of the Midtown 
and of two-thirds of its shareholders was 
obtained. Immediately thereafter, depositors 
of that bank were notified that 100 per cent 
of their deposits were available to them at 
the nearby offices of Manufacturers Trust 
Company. The formal agreement was drawn 
wherein Manufacturers agreed to lend the 
Midtown Bank $1,692,000, the loan to be se- 
cured by all the assets of the latter. Other 
features of this agreement were identical to 

Number 
Name of Offices 

American Union Bank 

International Madison Bk. & Tr. Co.. 

Times Square Trust Co.........cceee. ‘ 

Bank of Europe Trust Company 

Globe Bank and Trust Co 
those incorporated in the agreement with the 
Lebanon National Bank. Unliquidated assets 
were to be returned to the Midtown Liquidat- 
ing Committee after the loan and all claims 
held by the Manufacturers had been satisfied. 


Only six days after liquidation was com- 
menced on the Midtown Bank, Mr. Broderick. 
the Superintendent of Banks informed the 
Manufacturers Trust Company that share- 
holders and directors of the Midwood Trust 
Company of Brooklyn had agreed that their 
bank should be placed in the hands of the 
Manufacturers for liquidation. The Midwood 
Trust Company had a head office and five 
branches, all but one of which remain open 
as branches of Manufacturers Trust Company 
at the present time. Representatives of the 
Brooklyn National Bank, seeing the success 
and expediency of the liquidation of other 
banks, approached Manufacturers and en- 
tered into a similar agreement for the liqui- 
dation of their bank. Shortly thereafter, the 
liquidation of Bryant Park Bank was sug- 
gested by the Superintendent of Banks. 


Extent of Deposits Involved 


Thus, from July 15, 1931, to August 25, 
1931, the Manufacturers Trust Company had 
undertaken to liquidate five banks maintain- 
ing twelve banking offices in all and with 
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31,200 customers. The total amount released 
at once to these depositors was $17,250,000, 
representing 100 per cent of the deposit lia- 
bility of these five banks; the amount of as- 
sets taken over for liquidation had a book 
value of $24,533,000. In the case of four 
banks where Manufacturers’ loans were sat- 
isfied in full, the amount of assets liquidated 
up to the time assets were returned to liqui- 
dating committees was $9,237,000. The total 
amount liquidated today on all five is $16,- 
242,000; the amount of assets on hand, or 
returned to respective committees, is $8,292,- 
000. Three of the five banks have already 
paid $541,000 in liquidating dividends to the 
shareholders. 

As time went on, and conditions made the 
operation of other small banks increasingly 
difficult, the following banks were forced by 
banking authorities to close because their 
situations became so involved that their as- 
sets did not appear to be sufficient to pay 
depositors in full: 


No of 
Customers 
13,000 
18,500 
4,500 


Deposit 
Liability 
$6,386,900 
6,300,300 
1,227,000 


Surplus and 
Profits 
$1,197,000 
1,721,000 

571,000 


Capital 
$750,000 
1,750,000 
1,000,000 
1,000,000 847,000 15,700 9,390,400 
1,525,000 677,000 25,800 4,298,400 

These banks remained closed for some time. 
It will be remembered that bank closings 
were not confined to the City of New York, 
but thousands of banks throughout the coun- 
try were similarly affected. The Reconstruc- 
tion Finance Corporation had not come into 
existence and present facilities for reopen- 
ing banks were not available; there was, as 
a result, much delay in giving help of any 
kind to depositors of such banks. Consequent- 
ly, President Hoover urged the Governors 
of the Federal Reserve banks in various cen- 
ters to afford some relief to the depositors of 
the closed banks in their districts. Imme- 
diately thereafter, a meeting of the New 
York banks was held and the Manufacturers 
Trust Company was requested to work out 
a plan whereby these five smaller banks, 
which had been closed, would be taken over 
by it for liquidation and 50 per cent of the 
amount to the credit of each depositor be 
made available to him at once. 


Cooperative Action of Clearing House Banks 


The plan provided that nineteen of the 
leading banks of New York, most of them 
members of the New York Clearing House, 
together with two private banking firms, 
should advance to the Manufacturers Trust 
Company whatever amount might be called 
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Chat word “€-n-n-u-g-h’’ 


What does it mean? 


Ask a widowed mother. 


How much is enough? 


She will tell you 


enough means funds to provide: 


Shelter, clothing, food, fuel, education and 
other necessities of life for the family. 


Wise men provide for it 
with Life Insurance. 


ws Che Prudential 


THE ’ 
PRUDENTIAL 
MAS THE 
STRENGTH OF 
/ GIBRALTAR 


Susurance Company of America 


Epwarp D. DuFFIELD, President 


Home Office: Newark, New Jersey 





for up to 50 per cent of the deposits of the 
closed banks, each subscribing bank or bank- 
ing house assuming its proportionate share 
of any risk that might be involved in the 
undertaking. The participating banks and 
banking houses in this plan were: 


First National Bank 

Chase National Bank 

Guaranty Trust Company 

Irving Trust Company. 

National City Bank 

Bankers Trust Company 

Public National Bank & Trust Company 

Fifth Avenue Bank 

Central Hanover Bank & Trust Company 

Bank of America, N. A. 

Corn Exchange Bank Trust Company 

Brooklyn Trust Company 

Commercial National Bank & Trust Co. 

Marine Midland Trust Company 

Bank of Manhattan Trust Company 

New York Trust Company 

Chemical National Bank & Trust Co. 

Chatham Phenix Nat. Bk. & Tr. Co. 

Manufacturers Trust Company 

J. P. Morgan & Company 

Speyer & Company 

The day following the receipt by the Fed- 
eral Reserve Bank of New York of the re- 





quest of the President of the United States 


that closed banks in New York be relieved, 
word was sent to Washington that definite 
arrangements had been completed and steps 
would be taken forthwith to carry out the 
President’s suggestion. 

The five banks in the second group were 
handled in accordance with a contract, dated 
September 16, 1931, between the New York 
State Banking Department and the Manufac- 
turers Trust Company, which had the ap- 
proval, both of the Supreme Court of the 
State of New York and of two-thirds of the 
shareholders of the respective banks to be 
liquidated. This contract stated that the 
Manufacturers Trust Company would cause 
to be credited on its books, a sum equal to 
50 per cent of the indebtedness due to the 
depositors and creditors. Thus there was a 
total of $18,980,000 released promptly to de- 
positors of the closed banks in the second 
group. Subsequently, additional liquidating 
payments were made to depositors of four 
of the five banks. The percentage of deposits 
paid to date follows: 

Globe Bank & Trust Company 

Times Square Trust Company...... 50% 

Bank of Europe Trust Company... .60% 

American Union Bank 

International Madison Bk. & Tr. Co.65% 
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Service in Canada 


We invite correspondence 
with United States cor- 
porations and individuals 
requiring a trustee to deal 
with Canadian assets. 


National Trust 


Company, Limited 


CapitalandReserve .. . $6,000,000 
Assets under Administration, $267,000,000 


Toronto Montreal Hamilton Winnipeg 
Saskatoon Edmonton 
London, England 











On May 5, 1935, repayment of the full ad- 
vances made by the participating banks and 
bankers, was completed by the Manufactur- 
ers Trust Company, who were to continue the 
liquidation of the remaining assets, from 
which further payment to the depositors 
would be made. 


A Community Service 

To summarize the accomplishment of the 
trust company, we give below a few inter- 
esting figures: In all, ten banks having 
twenty-eight banking offices located in New 
York City were liquidated; the total number 
of customers afforded immediate relief was 
108,800; the total amount of deposits prompt- 
ly made available to depositors, was $37,795,- 
000; the total amount liquidated to date is 
$38,262,000. 

Three things were definitely accomplished : 
Business men whose working capital was 
frozen, were given immediate relief through 
the release of their bank balances, and at the 
same time, were given immediate substantial 
banking connections which would enable 
them to continue in business; apparent dis- 
tress among depositors was relieved at once; 
and the entire process of liquidation was ac- 
complished more expeditiously and econom- 
ically than was thought possible. 


COMPANIES 


The Manufacturers Trust Company was 
recently designated by the Treasury Depart- 
ment as paying agent for the United States 
Government in the liquidation of the Harri- 
man National Bank & Trust Company. One of 
the main reasons for this was the extensive 
and varied experience of that trust company 
in handling liquidations. Requests have 
come from all over the country to the Manu- 
facturers Trust Company asking aid or as- 
sistance in evolving plans for liquidation or 
reorganization, and the company has always 
gladly responded. In some cases, experts have 
been sent out to assist in the preparation or 
earrying out of plans. 

The Manufacturers Trust Company may 
well be proud of their bank liquidation de- 
partment, which is fully organized and espe- 
cially equipped to handle bank liquidations 
regardless of size or detail involved. It has 
been generally admitted that all liquidations 
of banks by Manufacturers were conducted 
without any confusion or outward indication 
that the handling of these large transactions 
is anything other than daily business rou- 
tine. Ordinarily, in the liquidation of an in 
stitution by public authorities, notes are held 
past due so that all debtors appear to be in 
default. Under the Manufacturers Trust 
Company plan, it was possible for debtors to 
renew their notes when conditions war- 
ranted and to carry on business exactly as 
if they were associated with a going concern. 
Each of the branch managers of the Manu- 
faciurers Trust Company came into personal 
contact with the depositors and borrowers, 
who were, for the most part, small merchants 
and shopkeepers scattered throughout Great- 
er New York. He studied the merits of each 
case and acquainted himself with their re- 
quirements. In other words, every precau- 
tion was taken not to interfere with or delay 
the business of these unfortunate depositors. 
Assets did not have to be sacrificed to the 
degree that is inevitable under forced liquida- 
tion. The total saving to this group of citi- 
zens of Greater New York through the or- 
derly and prompt manner in which these 
liquidations were handled by the Manufac- 
turers Trust Company will probably never be 
known, but it is a very large sum. 


o, o, 2, 
~ Od OU 


Although nearly 16 per cent of the banks 
in the United States were closed in the 
twelve months ended on June 30, 1933, caus- 
ing withdrawals from the remaining 84 per 
cent, total banking resources of the nation de- 
clined less than 10 per cent in that period, 
according to a current compilation. 
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EXECUTOR x TRUSTEE *x AGENT x GUARDIAN 


OLD COLONY 


‘TRUST COMPANY 


17 COURT STREET, BOSTON, MASSACHUSETTS 


Trust Afbliate 
of 


The First NATIONAL BANK of Boston 


New England's Largest and Oldest 


Financial Institution 


* 
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The 
New York ‘Trust 
Company 


I00 BROADWAY 


40th St. & Madison Ave. 


Fifth Ave. & 57th St. 


CONDENSED STATEMENT OF CONDITION 
At the close of business, September 30, 1933 


RESOURCES 


Cash on Hand, in Federal 
Reserve Bank and Due 
from Banks and Bankers $60,255,501.17 


United States Government 
Securities . 81,918, 293.70 


Other Bonds and Securities 40,736,326.36 
Loans and Bills Purchased 113,521,457.54 


Real Estate, Equities, 


Bonds and Mortgages 5,919,368.71 


Customers’ Liability for 


Acceptances and Letters 
of Credit 


14,412,693.19 


Accrued Interest and Other 
Resources . 


Liability of Others on Ac- 
ceptances, etc., Sold with 
Our Endorsement 


2,905,406.35 


450,953.02 
$320,120,000.04 


LIABILITIES 


$12,500,000.00 
20,000,000.00 


Capital 

Surplus 

Undivided 
Profits 2,204,151.18 $34,704,151.18 


Reserves: 
For Contingencies 
For Taxes, Interest, etc. . 
Deposits . 231,477,188.03 
Outstanding 
Checks . 17,752,442.10 249,229,630.13 
Dividend Payable Septem- 
ber 30, 1933 
Agreements to Repurchase 
U. S. Government Secu- 
rities Sold 
Acceptances and Letters of 
rege. . «ss 48894694 
Acceptances, etc.,Sold with 
Our Endorsement 


10,500,000.00 
2,421,419.37 


625,000.00 
7,375,500.00 


450,953.02 
$320,120,000.04 


Member of the Federal Reserve System and of the New York Clearing House Association 


Trustees 


MALCOLM P. ALDRICH 
New York 
FREDERIC W. ALLEN 
Lee, Higginson © Company 
ARTHUR M. ANDERSON 
J. P. Morgan & Company 
MORTIMER N. BUCKNER 
Chairman of the Board 
JAMES C. COLGATE 
James B. Colgate & Company 
ALFRED A. COOK 
Cook, Nathan & Lehman 
WILLIAM F. CUTLER 
Vice-President 
American Brake Shoe & Fdy. Co. 
FRANCIS B. DAVIS, JR. 
Presid-nt, United States Rubber Co. 
HARRY P. DAVISON 
J. P. Morgan & Company 


CHARLES HAYDEN 
Hayden, Stone © Company 
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DESIRABLE MODIFICATIONS OF THE BANKING 
ACT OF 1933 


A. A. BERLE, JR. 
Special Assistant to the Agricultural Adjustrment Administration 


(Epitor’s Note: Recognition of the controversial nature of certain features of recent 
banking legislation and a receptive attitude toward constructive suggestions for reform by 


the banking fraternity are to be found in the following remarks by Mr. Berle. 


Thorough 


revision of the banking acts is recommended, with special reference to the inequitable pro- 


visions of the permanent plan for insuring bank deposits. 


Mr. Berle characterized the 


latter, in his address before the convention of the Savings Banks Association of New York 
State, as requiring an appeal to patriotism rather than business judgment.) 


HE problem of living under the Fed- 

eral Banking Act is uppermost in the 

mind of every banker. The principal 
question arises in connection with the de- 
posit insurance feature of the Glass-Steagall 
Act of 1933. From any strictly logical angle, 
it is difficult to justify the deposit insurance 
provisions of that Act. It was not an ad- 
ministrative measure; and was a compromise 
between the forces which wished a general 
guaranty of bank deposits and the conserva- 
tive banking sentiment of the country which 
Wished none at all. As compromises go, it 
Was not a bad one. Senator Glass accepted 
it as being on the whole the best obtainable ; 
and he knew the crucial situation better per- 
haps than any living man. To ask banks to 
join in the general fund which, among other 
things, insures the entire United States, is 
asking the level best risk in the United 
States to pay the same contribution to the 
insurance of the entire country that the 
worst risk pays. Bearing in mind the fact 
that the liability is potentially unlimited, I 
can Well understand the perplexities of banks 
who come in on the scheme. 


Unification of Banking and Deposit Insurance 

In the second place, the Glass-Steagall Act 
properly provides for the admission of all 
banks which insure their deposits ultimately 
as members of the Federal Reserve System. 
This is all to the good; there should be one 
System of banks in the country instead of 
forty-nine. In working towards this end, 
Senator Glass was entirely right. From the 
Savings bank angle, there is a _ difficulty. 
Neither the Glass-Steagall Act nor the Fed- 
ernl Reserve Bank, are really made for sav- 
ines banks. They are primarily agencies of 


commercial banks. The reserve system for 
commercial banks really has no business to 
attempt to absorb a tremendous mass of long- 
term, slow-moving deposits such as our Ssav- 
ings banks deposits—unless, of course, the 
regulations of the Federal Reserve Bank and 
the construction of the system are adapted 
to provide for it. We are just now in the 
business not of mixing up commercial banks 
and savings banks but of untangling the two 
and segregating them. 

Through the medium of the Reconstruction 
Finance Corporation the administration has 
virtually increased the capital of banks by 
several hundreds of millions of dollars. The 
object of this is to put a greater “cushion” 
of assets behind liabilities for deposits. This 
“cushion” will have to be exhausted before 
there is danger of assessment under the de- 
posit insurance scheme. Realizing the risks 
inherent in deposit insurance, the Federal 
government has arranged to minimize these 
risks by making a heavy investment in bank- 
ing capital. The deposit insurance corpora- 
tion has thereby made it safer for all banks 
to join the deposit insurance plan. 

It is a condition and not a theory that 
confronts us. Savings banks pay, let us say, 
3 per cent interest. If the commercial bank 
next door has a thrift account likewise pay- 
ing 3 per cent interest and that account is 
guaranteed, there is real danger that the 
thrift account of the commercial bank will 
rapidly attract the deposit of the savings 
bank, The process of the shift of funds 
would be a disorderly and disrupting thing. 


Revision of Banking Act Desirable 
I make no secret of my feeling that the 
real solution lies in a thorough-going revi- 
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sion of the banking Acts. I feel that Senator 
Glass did an excellent job with the Glass- 
Steagall Act of 1933; that he got what he 
could and that it was a great administrative 
achievement. But I think he would be the 
first to see in his forthright way that he 
could do a better job and that the real prob- 
lem is to get Congress to pass it. To which 
I would add that I believe Congress will be 
ready to pass the improved act that Senator 
Glass could draw by January next. For one 
thing, under the deposit insurance plan there 
are a tremendous number of commercial 
banks who will find it extremely difficult to 
make a living. For another, for the first 
time in history, the banking community is 
beginning to crystallize its views and take a 
hand in banking legislation instead of having 
legislation made for it. Most of all, the ex- 
perience with the deposit insurance plan has 
already made it plain that certain matters 
have to be cleaned up. The present admin- 
istration has not been slow to meet these 
problems when they arise. Certain admin- 
istration rulings are emphatically called for 
during the functioning of the temporary de- 
posit insurance scheme. 

There should be an emphatie pronounce- 


ment against the undue “switching” of funds 
—the attempt to sprinkle money all over the 
United States in lots of $2,500. There should 
also be a definite differential between the 
sixty-day time deposit certificate which a 
commercial bank may issue, within the guar- 
anty, and a savings bank deposit. The rate 
of interest ought to be lowered on the former 
rather than on the latter. In other words, 
the commercial bank ought to be encouraged 
to do commercial banking and not through 
the medium of its time deposit to compete 
with the savings bank. Otherwise you still 
further mix commercial banking and savings 
banking—experience has shown that the two 
do not belong together. 


Fallacies in Banking Legislation 

You will readily see that I do not regard 
the present deposit insurance feature of the 
Glass-Steagall Act as either a logical or per- 
manent solution of the difficulty. I sympa- 
thize with it, because plainly the banks of 
the country must be made safe for all de- 
positors. As a temporary expedient it might 
be necessary, since a functioning banking 
system is essential. But it must be plainly 
recognized that this is patriotism rather than 
business ; that in the last analysis the homely 
feature of hoeing your own garden is more 
desirable than having a mass meeting to run 
your neighbor’s farm, so long as the present 
system of things continues. 

Meanwhile, we must all make it very plain 
that the job of amending the Glass-Steagall 
Act of 1933 is one which may not be shirked. 
The Glass-Steagall Act, of course, does not 
contemplate or take account of the difference 
between savings banks and commercial banks 
(though savings banks have roughly 25 per 
cent of all deposits in the country). In my 
humble opinion, a good many other things 
ought to be done as well in the commercial 
banking field. 

As Mr. Justice Brandeis once said: “It is 
sometimes well not to see too far into the ig- 
noble future.” The times are hurrying; the 
situation of today is forgotten in the rush of 
tomorrow. Our financial and industrial sys- 
tems are being revolutionized. It is almost 
a certainty that the mechanisms in being 
which we see today will not be the mechan- 
isms of a year from now, or even six months 
from now. Never was there a time when 
we had more power to make the rules of the 
game as we go along. In awaiting what 
seems to me the inevitable revision of the 
banking acts, I believe that we shall find 
ourselves headed for opportunity rather than 


for danger. 
fo de 
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SOUND BANKING—A MUTUAL RESPONSIBILITY 


RECOGNITION OF BASIC PRINCIPLES ESSENTIAL TO PUBLIC INTEREST 


T. R. PRESTON 
President, Hamilton National Bank, Chattanooga, Tennessee 


(Epiror’s Note: 


In a world of depreciated values, deposits in sound banks have 


maintained a parity that constitutes a great tribute to the resourcefulness and integrity of 
American bankers. There is, however, an urgent need for enlightenment of the public on the 
fundamentals of banking obligations. Mr. Preston, a member of the Special Committee on 
Revision of Banking Laws of the American Bankers Association, in an address before the 
Financial Advertisers Association convention, outlined preventive measures for banking 
reform which deserve the consideration of bankers and public alike.) 


E must all agree that this is the 

most interesting age in which man 

has ever lived; world problems were 
never so numerous or so difficult. Values 
never melted so rapidly as in the past few 
years. As examples: cotton reached the low- 
est price in a century, with one exception ; 
wheat sold at the lowest point since the days 
of Queen Elizabeth, more than 350 years ago. 
During this period the average dollar in- 
vested in stocks declined about 90 per cent 
in value; in bonds, 60 per cent; in commodi- 
ties about 65 per cent. 

About the only thing that was worth 100 
per cent during this whole time was deposits 
in sound banks; they were worth 100 cents 
on the dollar then, and are worth that now. 
Many of our great cities and hundreds of 
smaller political units find themselves on the 
verge of bankruptcy; taxes never bore so 
heavily on the people as now, and tax delin- 
quencies have reached their maximum; un- 
employment reached the highest point ever 
known; the burden on charitable organiza- 
tions was never so heavy—yet, through all 
this a majority of the public was patient, 
philosophical and willing to shoulder the re- 
sponsibilities of good citizens, and showed 
the true American spirit. During this time 
nothing suffered more in public estimation 
than the financial institutions of this coun- 
try. People were never so interested in 
banks as now, and it was never so necessary 
that the public and the banks have a cordial 
and sympathetic understanding of our finan- 
cial problems. 


Lack of Public Understanding 
Most of us agree that few understand 
hanking, but all think they do. The banks 


themselves are very largely responsible for 
this situation. It is amazing how little the 
average person knows of the intricate and 
difficult problems of banking. This is true 
even among business men. During the bank 
holiday many people realized for the first 
time how absolutely essential banking is to 
every phase of American life, and how com- 
plicated, expensive and necessary are the 
financial facilities for the carrying on of the 
commerce of the country. 

There is no business more sacredly confi- 
dential than the relations of customer and 
bank. This naturally makes the average 
banker reticent and little inclined to take 
the public into his confidence. Banks in the 
future must be more frank and more willing 
to make their problems known to the public 
than they have ever been before. Few realize 
that through all this depression over 90 per 
cent of the deposits in banks of this country 
were never affected. Even the depositors in 
closed banks will suffer comparatively small 
losses compared with those who invested 
their money in other ways. 

It should be unnecessary to remind the 
public that the honesty and integrity of bank- 
ers as a class is as high as any other type of 
men, either in business or the professions, 
none excepted, yet the people seem to have 
the opposite impression. The public should 
be constantly reminded that bank officials 
are trustees only and that the funds they 
handle belong to the public, who own, patron- 
ize and control the banks. Some of the larg- 
er institutions have nearly a hundred thou- 
sand stockholders. Deposits are regarded as 
sacred funds, and rightly so, but when the 
public _borrows, do they so regard these 
funds? It is a fact that the morale of bor- 





TRUST COMPANIES 


ong experienced 


in all phases of 


Estate Management 
and 


Corporate F iduciary Service 


Correspondence Invited 


THE NORTHERN 
TRUST COMPANY 


50 SOUTH LASALLE 


STREET—CHICAGO 





rowers is at the lowest ebb it has ever been 
in this country. If they would meet their 
obligations in the same manner they expect 
banks to meet theirs, bank failures would be 
almost impossible. 


Conflicting Advice to Debtors 

One reason why debtors default in their 
obligations is political. We have all wit- 
nessed one department of the Government in 
Washington asking banks to be more liberal 
in their credit policies, and at the same time 
another department of the Government criti- 
cizing banks because they have been liberal. 
You frequently hear men in public life warn 
creditors not to ask people to pay, to be 
lenient and considerate, which is often in- 
terpreted to mean that the borrower can ig- 
nore his obligations and still be in good 
standing. This attitude has a tendency to 
harm the very people it is intended to benefit, 
as the lenders of funds in the future become 
more cautious than they have ever been, and 
men whose credit standing has been impaired 
will find it difficult to obtain funds. The 
most valuable asset any man has in business 
is his credit. When a man’s credit standing 
is lost it is seldom, if ever, regained. In my 
own experience I have never known a man 
to come back who shirked his honest obliga- 
tions. Men who owe banks should regard 


their obligations in the same light as they 
expect the banks to regard their own obliga- 
tions to the public. The borrower must re- 
member that he is borrowing trust funds, 
and they are just as sacred when he owes 
the bank as when the bank owes him. 


Inconsistent Attitude of Borrowers 

As an illustration of the attitude of the 
public in such instances I will cite two ac- 
tual occurences: A firm of merchants owed 
their bank $2,800. One of the partners had 
on deposit to his credit in the same bank 
$900. He became frightened just before the 
bank holiday, rushed to the bank and with- 
drew his $900 in currency. A few days later 
the note of his firm matured. As was his 
custom he presented a renewal. The man be- 
came very indignant when asked for full 
payment, saying that no one should be ex- 
pected to pay their obligations in these dis- 
tressed times. The banker reminded him of 
the withdrawal of the $900, saying, in sub- 
stance, “The bank paid you exactly what it 
owed you, exactly in the way you wanted it, 
and what we now want is for you to pay the 
bank what you owe it; it is as fair for the 
one as for the other.” This the firm could 
not do. I am informed the note is yet un- 
paid, though it has been slightly reduced. 
The second occurrence came to light a few 
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months ago. A man owed a larger institu- 
tion $3,100, 3y consolidations and merger 
this note had passed through four banks, and 
when it finally reached the fourth one, the 
lending officer asked that the note be paid 
in full. As is often the case, the borrower 
became angry and said he hau always kept 
his interest paid, and that was what banks 
were for—to lend money. <An enterprising 
clerk checked back through the records of 
these four banks and found that this note 
had been continuously renewed over a period 
of more than thirty years. We would like to 
see a bank pay a depositor in funds like that. 
Hundreds of similar cases can of course be 
cited. Deposits are very sacred trust funds 
when a bank owes them, but when a _ bor- 
rower owes the bank they lose their sacred 
aspect. 


Easy Charters and Bank Failures 

One of the causes of our financial troubles 
has been the multiplicity of banks. In 1921 
there were in operation 31,000 state and na- 
tional banks, vastly in excess of the country’s 
need. Charters were granted with such free- 
dom that one western state had a bank for 
every 750 population, while one of the east- 
ern states had one bank for every 25,000. 
Few failures occurred in states where they 
had relatively few banks. Some of these 
banks were chartered with capital as low as 
$5,000, a majority with $25,000. 

About this time we commenced to show 
our true American temperament by passing 
innumerable laws governing banks. It has 
been estimated that in this country we have 
passed more laws governing our financial in- 
stitutions than all the other countries of the 
world combined. Some of these laws are 
not only ridiculous and absurd but actually 
harmful. In some countries the government 
does not even examine banks. This is notably 
true in England. The financial institutions 
of no other country in the world have a finer 
record than those of great Britain. They 
are, however, extremely careful to whom 
they grant charters, as well as in the matter 
of capital and other requirements. They 
never grant charters for new banks unless 
there is a genuine public need for additional 
banking facilities. This to some extent is 
true of Canada. They have never had ex- 
aminations in Canada until within recent 
years, and both England and Canada have 
far better records than the United States. 


Training for Bank Management 
People are trained for nearly all profes- 
sions and businesses except banking. In this 
country, the feeling has been that we can 
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take a man without any banking experience 
whatsoever and expect him to manage a 
large financial institution successfully, An- 
other theory which is prevalent throughout 
the country is that banks can call together a 
group of leading business men, name them 
“directors” and expect them, likewise with- 
out any training, successfully to guide and 
direct the affairs of our financial institutions. 
A board of directors is a splendid asset to 
any bank, but they should never be charged 
with the details of management. Their 
greatest responsibility , should be to select 
the proper management and stand for the 
policy and integrity of the institution. I 
have never known a board of directors that 
attempted to run the details that ever made 
a success of it, and it is unfair to ask any 
group of high class business men to burden 
themselves with the functional management 
of a bank. They can no more successfully 
do it than bankers can ‘go out and success- 
fully manage other institutions when they 
have had no training and experience along 
those lines. In all the banking laws passed 
in this country no attention has been given 
to the management of banks and there has 
been no requirement as to training of 
bankers. 
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Preventive Rather Than Curative Laws 

Apparently there are some great changes 
in banking ahead. The Glass-Steagall Act is 
the most far-reaching bank measure enacted 
since the Federal Reserve System was 
formed. This measure contains a number of 
provisions which are unsound, unworkable, 
and should be eliminated. This can only be 
done by publie sentiment. On the other hand 
some provisions of the measure are far- 
reaching and beneficial, and have a tendency 
to put our system of banking upon the sound- 
est basis it has ever had. Among these con- 
structive provisions is the step toward the 
unification of banks under one system. No 
system can be a success operated by forty- 
nine different governments. With this pro- 
vision should go the matter of granting char- 
ters for new banks. This seems to me of 
the utmost importance and should be subject 
to the greatest restrictions. No charter 
should be granted to any group of men un- 
less the capital of the contemplated bank is 
at least twice the amount provided in the 
Glass Bill, and only then where banking fa- 
cilities are actually needed, with the further 
assurance that the management will be ex- 
perienced and capable. This is done else- 
where, why not in this country? These pro- 
visions would be worth infinitely more than 
all the examinations and regulatory laws 
that could be passed in a generation. All 
financial institutions should be under federal 
control, and automatically become members 
of the Federal Reserve System. 

All large banks should be allowed the priv- 
ilege of at least statewide branch banking. 
This is an exceedingly important feature, 


and the tendency of future legislation will 
no doubt be in that direction. The unit banks 
have been a powerful factor in the develop- 
ment of this country, and many of them have 
been sound and wisely managed. Nothing 
should be done to destroy their prestige and 
usefulness, and no branch bank should be 
allowed in any community where adequate 
facilities are furnished by independent banks. 
The independent unit and the branch bank 
can exist side by side in the public interest. 
We should have fewer and larger banks. Im- 
proved transportation and communication fa- 
cilities make the neighborhood bank far less 
important than formerly. Branch banking 
will also have a tendency to build up finan- 
cial centers elsewhere than in a few large 
cities and can give to all smaller communi- 
ties adequate banking facilities, which is 
utterly impossible under the unit system. The 
United States is the only country in the 
world that has not, in a large way, recog- 
nized branch banking. We can hardly jus- 
tify the position that all other countries of 
the world are wrong. Whether we like it or 
not we must recognize that the Government 
is going to have more to do with the control 
of banks in the future than it has ever had 
in the past. This is a long step away from 
our old ideals, but it has already been par- 
tially taken. Whether this is wise or unwise 
time alone will tell. 
Ro fo fe 

At a meeting of the executive committee of 
the board of trustees of the Brooklyn Trust 
Company, Wesley F. Sheffield, Frank H. 
Clark and Harold F. Klein were elected as- 
sistant secretaries. 
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short cut 
to savings .\. - « Long Distance! 


Long Distance telephone service sells goods. Says a Vir- 
ginia coal company,“ We contact more prospects per day 
by telephone, resulting in increased sales per salesman, at 
less cost per ton.” 

Many other businesses are finding Long Distance val- 
uable because it is so fast, so convenient, so economical. 
(From New York to Philadelphia, 50c; Chicago to Pitts- 
burgh, $1.80; Washington, D. C., to Atlanta, $2.35.) 

Long Distance may be profitably fitted into your oper- 
ating plans, just as it has in such widely different fields as 
tires and refrigerators. For helpful information, “ the 


local Bell Telephone Business Office. 


Rates above are for station-to-station, daytime calls. Evening and night rates, con- 
siderably lower. Where the charge is 50c or more a federal tax applies as follows: 
50c to 99c, tax 10c; $1.00 to $1.99, tax 15c; $2.00 or more, tax 20c, 
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PROPER INTERPRETATION OF FINANCIAL NEWS 
OPPORTUNITY OF BANKS TO COOPERATE WITH THE PRESS 


RALPH WEST ROBEY 
Financial Editor, New York Evening Post 


(Epitor’s Note: Recent banking history is sufficient proof that uninformed people 
can exert great influence upon public opinion in regard to the stability of our banking struc- 
ture. The need for an understanding, by the members of the press, of the problems which 
banks face in their efforts to educate the public and to take the mystery out of the basic prin- 
ciples upon which sound banking is conducted, calls for highly intelligent handling of finan- 
cial news. In the course of his remarks before the Financial Advertisers Association Conven- 
tion, Mr. Robey gave constructive suggestions regarding the ideal relationship which should 
exist between the banker and the press, and suggested ways in which bankers could cooperate 


to assure its proper presentation.) 


BELIEVE it was Edward III who made 

the lending of money a capital offense, so 

that in the comparatively few generations 
between Edward III and 1929 banks were 
able to move from untouchability to un- 
approachability. It seems to me that in the 
last four years the bankers have been able 
to retrace about 50 per cent of their progress, 
although we haven’t become so angry and 
disgusted that as yet there is any public de- 
mand for a re-enactment of the provisions 
of King Alfred who, I believe, prohibited the 
burial of bankers in sacred grounds. To no 
small degree this is the result of the bad 
handling of facts about the banking situation 
through the press. 

Most of us that are engaged in the daily 
process of interpreting what is taking place 
in the banking and financial world are keenly 
aware of the ideals of the banking profes- 
sion. We recognize that it is their sincere 
desire to protect the public in every way 
possible. We do not believe that the losses 
of the past four years have been the result 
of any deliberate maliciousness or bad judg- 
ment, but have been the result of a bad pol- 
icy which for the most part was imposed 
upon the bankers rather than something 
which they formulated themselves. 

Most of us study banking enough so that 
We can carry on conversations in a fairly in- 
telligent way. Ordinarily, we make a clear- 
cut distinction between our news stories and 
our editorial comments. In periods of crises, 
however, news stories have a tendency to in- 
volve editorial comments, so that it is no 
longer sufficient merely to hand out a press 
release and rely upon the reporter to use 


that and nothing else; he has to tell what 
it means. The only possible way that a re- 
porter can interpret a statement is to know 
what is in the back of the minds of those 
who are issuing it. 

Complete Story Is Essential 

I think then that the first requisite in the 
relation between the banker and the press is 
that the press be informed of what is going 
on, and be informed in a very genuine and 
thorough-going manner, so that the reporter 
while he may not be able to state much that 
he is told, at least has a background upon 
which he can draw conclusions and which he 
can use for the coloring of the story which he 
has to write. Editorial writers, themselves, 
of course need an equal amount of informa- 
tion. Usually back of every decision there 
is some kind of rationality and generally the 
comment will be much more favorable, or at 
least more sympathetic if we know what that 
rationality is. 

An outstanding example of this need was 
seen in the handling of the news of the Lon- 
don Economic Conference. The American 
delegation took the point of view that the 
press should know nothing, likely overlook- 
ing the fact that there were over six hundred 
correspondents there, about as many as there 
were delegates combined, and that those rep- 
resentatives were charged with the respon- 
sibilty of finding out what was going on. 
Through the attitude of the American delega- 
tion the American correspondents had to go 
to other delegations in order to get their in- 
formation. By the end of the second day it 
was obvious that the only purpose of the 
American delegation, its only service to us, 
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was as a body which would give you an of- 
ficial denial of anything, so every one had to 
go to other organizations, get their news, 
and have it officially denied by the American 
delegation, and go along and send it in as 
what was going on. Well, of course, the 
news was unfavorable. If one went to 
Georges Bonnet and asked him what the at- 
titude of the American delegiation was, you 
didn’t expect to get a sympathetic account; 
consequently the American correspondent 
had no basis for giving whatever logic there 
was to that record of repudiations, 

Discrimination in Judging Proper Press 

Releases 

The same thing has taken place here in 
New York. The bankers have taken the po- 
sition that we must not know anything. They 
did chase us out of the clearing house and 
kept us standing in the rain all day long. 
Even before that they had shown an utter 
disregard for the information which the 
press properly needed. Back as early as the 
National Credit Corporation, which was one 
of the earlier stillborn white rabbits of that 
period, we had handed to us the greatest 
mass of meaningless nonsense that the bank- 
ers could think of. Now, perhaps, that was 
all there ever was back of the idea. If so, 
it should never have appeared on the front 
page. But granting that one was going to 
play ballyhoo and psychology, then the Amer- 
ican press had to be given something upon 
which to write their stories. 

Incidentally, perhaps it is worth recalling 
that the National Credit Corporation public- 
ity stopped on the front page as a result of 
the New York correspondents being kept 
waiting, after they had been called, from 
three o’clock in the afternoon until eight 
o’clock for a statement which didn’t say 
anything when it did come out. Never there- 
after was there a National Credit story on 
the front page. Never thereafter was there 
a newspaper man in New York apparently 
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who had enough ability to write a_ story 
which justified the front page. They no 
longer had any sympathy or heart in their 
work, 
No Breach of Confidence 
It requires no great time and no great 
work to call in the newspaper men and give 
the picture to them. I presume that the 
reason most bankers are hesitant is that they 
are afraid that confidences will be revealed, 
promises will be broken. That, I assure you, 
is the least danger. If you can ever get any 
group of bank officers that will maintain con- 
fidences as consistently as newspaper men, 
you will have a most extraordinary group. 
There is, in fact, just one way to keep a story 
out of the newspapers, and we loathe to admit 
it, but it is to call in the newspaper men, 
give them the story and shut them up. Then 
you tie our hands absolutely. There isn’t a 
newspaper man in New York that will break 
such a charge, so do not hesitate to put your 
cards on the table and let us know what is 
going on. If you will do that, we will work 
alongside of you. We will be in a position 
where we can present the American banking 
system and its good points to the American 
public. If you will not let us know what is 
going on, will not let us get your reasoning 
under this or that decision, we of necessity 
have to draw our own conclusions, and very 
frequently give the impression of being snip- 
ers and against the American bankers, not 
because we want to but because we can’t 
help it. 
eo fe 
Interest and dividend payments in the 
United States in October are calculated at 
$645,205,215 compared with $657,253.986, in 
October, 1932, according to a compilation by 
the New York Journal of Commerce. Of this 
dividends amounted to $180,150,000 compared 
with $202,900,000 a year ago, the increase in 
interest being due to larger United States 
Government disbursements. 
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Something more 
than routine 


T the Bank of New York and Trust 
Company, each Estate and Trust Fund is under the direct care of 
two Senior Officers, who supervise and coordinate the work of 
specialists in the various phases of administration. At least one 
- Senior Officer is always accessible and there is thereby created a 
personal relationship between the Company and heirs and bene- 
ficiaries that is in agreeable contrast to mere machine-like routine. 
{Its record in the administration and investment of Trust Funds 
—together with its declared intention to adhere to methods that 
permit genuine personal attention—is your assurance that the 
same watchfulness will be maintained for the beneficiaries of 


funds placed in our care. 


BANK of NEW YORK 
and TRUST COMPANY 


48 Wait Street, New York 
Uptown Office: Madison Avenue at 63rd Street 


Established 1784 . . . THE OLDEST BANK in NEW YORK 
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Nor Gloom 
of Night 


Above the facade of the Post Office build- 
ing in New York there is engraved this 
inscription: 


‘Neither rain nor snow nor heat nor gloom 
of night stays these couriers from the swift 
completion of their appointed rounds.” 


The services of this bank are based upon 
the outstanding efficiency of the United 


States Post Office Department. 


Our system of continuous operation per- 
mits of no avoidable delay in the conver- 
sion of collection items into available cash. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 
PHILADELPHIA, PA. 


CAPITAL and SURPLUS - - - - $30,000,000 
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GOLD AS A MEASURING ROD OF VALUE 
UNITED STATES STATUTES POINT THE WAY TO A 
STABILIZED DOLLAR 


CARL H. FOWLER 
of the New York Bar 


(Epiror’s Note: Mr. Fowler has been, for many years, an authority upon currency 


matters and a specialist in the laws of corporations. 


He believes that the most important 


measures to be taken today are the devaluation of the gold dollar and the provision of means to 
stabilize the index level of commodity prices by periodic and automatic revision of the number 
of grains of gold contained in the standard dollar. Attention is also called to the difficulty 
of paying iron debts in rubber dollars.) 


OLD has two distinct functions. It 

is a metal and as such rises and falls 

in price in accordance with the eco- 
nomic forces of supply and demand, as does 
every other commodity. Gold has also a 
separate and distinct function as our legal 
standard of value. Our whole money 
tem was, until recently, rigidly tied to 25.8 
grains of gold, nine-tenths fine, as the stand- 
ard legal dollar. This legal rigidity takes no 
consideration of the effect of economic forces 
of supply and demand upon the value of gold 
in terms of other commodities and the con- 
flict between the fluctuating value or pur- 
chasing power of gold and the absolutely 
rigid legal dollar has brought about much of 
our economic trouble. As our money stood 
on the gold basis, any changes in the value 
of gold were reflected not in changes in the 
apparent price of gold but in the apparent 
prices of all other commodities, which are 
forced down when the yalue of gold appre- 
ciates and vice versa. It is thus not only 
a measuring rod of value, but an unjust and 
unfair one. When the measuring rod ex- 
pands we find the values of all our other 
commodities and securities are much less, 
and we have all the distress of falling prices, 
diminishing or vanishing equities, and busi- 
ness failures. 

Furthermore, by the legal definition of the 
standard dollar, the public is blinded to what 
is actually taking place. The public thinks 
in terms of dollars—not in terms of economic 
forces that have actually altered the value 
of the dollar, but it feels that something is 
wrong because of the hardships suffered. 


SYSs- 


Long Term Variations in Commodity Prices 

Index numbers of average yearly whole- 
sale prices of some 784 commodities from 
1801 to 1933 have been compiled by the 


U. S. Department of Labor taking the year 
1926 as a base (100): 

1915 

1917 
1814 (highest 1919 

after war) .154.6 

1820 
1830 


1921 
65.5 1922 
1925 
1926 
1927 
1928 
1929 
1930 
193 
1932 
1933 Feb., low.. 59.8 
1933 Aug 


1865 (highest, 
war) 


1896 (lowest).. 5 
1900 56.1 
1910 & 

These figures show that commodities were 
at their highest prices in the year 1814 and 
again in 1920, when the index reached 154.4; 
gold was therefore lowest in value or pur- 
chasing power. Professor Irving Fisher has 
shown that the purchasing power of the 
United States. gold dollar, as expressed in his 
price index of the principal commodities, has 
varied, from the time of the Civil War to the 
year 1930, all the way from 45 to 150 cents 
for each legal gold dollar. In other words, 
when gold was highest in price it took 333 
per cent as much goods to get a gold dollar 
as when the dollar was down to its lowest 
purchasing power of 45 cents in the year 
1920. 

Price Control of Commodities Doomed 

to Fail 

This fluctuation of the price of gold in re- 
lation to other commodities is absolutely in- 
evitable under the working of the forces of 
supply and demand. It has always been 





TRUST 


Every Trust Receives 


the Personal Attention 


of the Senior Executives 


FULTON TRUST 
COMPANY 


OF NEW YORK 
Established 1890 


Uptown OFFIcE 
1002 Madison Avenue 


MAIN OFFICE 
149 Broadway 


Member Federal Reserve System 





and always will be impossible to tie any 
widely-produced commodity, like gold, to any 
other widely-produced commodity by a fixed 
and unchangeable ratio over any extended 
period of time. Some shift inevitably comes 
in the proportion of production or distribu- 
tion of one or the other of the commodities, 
which is necessary to maintain the fixed 
ratio. The economic forces of supply and de- 
mand are yastly more powerful than govern- 
ment edict, and reach infinitely further than 
the vision and action of the best intentioned 
experts. 

The present attempt in the United States 
to control the prices of cotton and other 
commodities, through limitation of acreage, 
plowing under of crops, subsidizing of idle- 
ness at the expense of workers, or through 
other bureaucratic means of control, are al- 
most certainly doomed to failure. The forces 
of nature and of human nature are too great 
to be controlled in this way. The amount of 
each such commodity is so enormous and 
rariable under normal conditions that the 
net results in quantities in relation to de- 
mand cannot be controlled. There are too 
many variables in the realm of each com- 
modity to maintain a fixed price in national 
or world markets. This is true of cotton and 
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wheat. It is equally true of gold, if gold 
be considered a commodity and not itself a 


measuring rod of value. 


Gold as a Measure of Value 

The second function of gold, quite distinct 
from its commercial use as a metal is that 
of a standard of value. This has made ab- 
solutely rigid our unit of value in relation 
to all debts and obligations which are ex- 
pressed in terms of dollars. It follows that 
when gold has appreciated in value through 
increased world demand or other causes, we 
find all other commodities have gone down 
in prices. 

Of course, the price of any one commodity 
might go down without proving any rise in 
the price of gold or any other commodity. 
But when the average prices of all commodi- 
ties other than gold (prices measured in 
terms of gold) have gone lower and lower, 
it becomes clear that something has happened 
to our system of measuring values. In fact, 
the gold yardstick has grown longer. This 
makes them look smaller, but the values of 
other commodities have not really gone down. 
The human values of food and clothing, of 
shelter, and luxuries are just as great as 
ever before. Gold is out of step with other 
commodities. It has been set up on a pedes- 
tal by itself and legally declared to have an 
unchanging value, but this is not true. The 
demand for gold has outrun the supply an 
so the value of gold has gone up. This has 
resulted and will result in great injustice to 
every industry and occupation, except to the 
producer of gold. 


Rubber Dollars—Iron Debts 

In the United States today a large per- 
centage of the population has been ruined 
financially by the necessity of paying their 
debts in more expensive dollars. It is esti- 
mated that there are over two hundred Dil- 
lions of public and corporate debt in the 
United States. A large proportion of these 
debts have run for a number of years; when 
debtors are now called upon to liquidate their 
obligations, they have to deliver much larger 
quantities of whatever they produce than 
those debts represented at the time they 
were incurred. We are finding out that we 
have rubber dollars but iron debts. We have 
allowed gold to dictate the price and return 
which other commodities give to the pro- 
ducer, and has resulted in great injustice. 
It is often said that gold through the ages 
has been found to be the best and most con- 
venient single commodity to use as a stand- 
ard of value. Dog’s teeth were once used 
as money in a South Sea island, until a smart 
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I the industrial graveyard, many 
businesses lie under tombstones 
inscribed: “They stopped advertising.” 
Wise trust officials are not making 
that mistake. Many have continued 
their advertising without interruption. 
Some, using Purse literature, report 
more successful results than any they 
secured during “boom times”. . 
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. -. perhaps because of less competitive 
advertising . . . perhaps because they 
are using Purse literature. 

If you are determined to keep new 
business coming to your trust depart- 
ment in 1934, we can tell you what 
type of advertising is producing real 
results these days. Invite us, address- 
ing Chattanooga, to tell you. 


THE PURSE COMPANY 
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Headquarters for Trust Department Advertising Since 1912 
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trader imported a lot of dogs’ teeth from 
neighboring islands and thus broke the mar- 
ket. In the past, prior to the period of rapid 
communication and transportation, gold was 
probably the best standard available, but at 
the present time a fixed and rigid amount 
of gold is no longer a sound or just measur- 
ing rod of value. When the value of gold 
goes up it changes its relation to all other 
commodities in our industrial life. Such 
change should be recognized, not by forcing 
the prices of all other commodities down, 
but by changing or lessening the amount of 
gold in the standard dollar. In the interest 
of economic and social justice the standard 
dollar should be composed of such an amount 
of gold as will be a constant and just meas- 
ure of value, not so constituted as to be an 
unjust measuring rod from year to year, or 
even from month to month. It is not con- 
stant now, except in the legal formula. 
Existing Machinery for the External 
Valuation of Money 

The value of gold does vary as expressed 
in all other commodities. This. variation is 
not recognized in our internal currency and 
frade, but it is recognized quite directly by 
the administrative provisions of our customs 
laws and their application to the ad valorem 
duties assessed against goods produced in 





foreign countries. The United States statutes 
have already set up definite legal machinery 
to determine the value of all foreign curren- 
cies in terms of our dollar, giving full regard 
and weight to all variations that are taking 
place therein. These provisions are set forth 
in the Tariff Act of 1930, Section 522, which 
reenacts without change Section 25 of the 
Act of August 27, 1894. Under this law our 
foreign commerce has been carried on for 
many years in safety and in perfect under- 
standing. It has involved, however, the de- 
termination by an administrative body of the 
value of foreign coins as well as of all other 
commodities in terms of United States dol- 
lars. In directing that the Federal Reserve 
bank shall take into consideration the last 
ascertainable transaction and quotation both 
in demand and time bills of exchange, it is 
most directly and obviously taking into ac- 
count the effect on prices of the forces of 
supply and demand. This is of very great 
importance as it recognizes officially and 
legally that there are variations in the value 
of our dollar in foreign trade. It further 
points the way for meeting this same ques- 
tion as applied to our internal monetary sys- 
tem, by application of this principle and pos- 
sibly the same machinery to determine the 
value of gold in relation to other commodi- 
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Investment management accounts 
at the Fiduciary Trust Company 
are constantly supervised by the 
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ties and its fluctuations from time to time. 
The price indices of all other commodities, 
already in existence and in operation under 
impartial governmental agencies afford the 
fullest data for the recognition and public 
declaration of such variations in gold value. 
By so doing, the evils inherent in the single 
gold standard as heretofore applied could 
be eliminated and an honest unchanging 
dollar established. 

It is my belief that a sound policy for the 
government to follow would be for the Presi- 
dent promptly to reduce the gold content re- 
quired for the legal dollar to approximately 
50 per cent. In addition to this, provision 
should be made for subsequent periodic re- 
adjustments of the gold content of the dollar, 
either by the Federal Reserve bank or some 
other public body so that the amount of gold 
in the standard dollar shall be such that 
purchasing power of the dollar shall be kept 
at a constant base in relation to all other 
commodities. This readjustment from time 
to time as circumstances warrant, will place 
the country on a safe monetary basis. The 
legislation of the country should be directed 
primarily for the benefit of those who are 
the producers of every other commodity than 
gold and those who render services. 


Issuance of Paper Money Undesirable 

Inflation through the introduction of large 
additional amounts of paper currency into 
our monetary system would not reach or af- 
fect the fundamental proposition of what 
constitutes our measuring rod of value. It 
would of course, under the workings of 
xresham’s economic law, result in the cheap- 
er money driving out the dearer money. This 
has always resulted in the history of na- 
tional finance, and is the type of inflation 
that is feared and should be feared by our 
business world. 


The reduction of the amount of gold legally 
required in the dollar would result in bring- 
ing the price of the gold dollar of such re- 
duced content to the level of our present cir- 
culating dollar. If the gold content of the 
dollar were reduced by 50 per cent as now 
authorized by law, such action would then 
undoubtedly result in the increase of the 
prices of other commodities, so that the 
prices of commodities and wages would go 
up substantially above their present levels, 
after allowing for the absorption of the pre- 
mium on gold. This would involve no in- 
crease in the amount of paper currency or 
fiat money, but would result in the increase 
of prices. The remedies that are at present 
being sought for the development of business 
and the injecting of life into all trade are at 
best palliatives for our present condition, 
and do not or cannot reach the source of the 
trouble unless the measuring rod of values is 
made absolutely to conform with the facts. 
If gold were to be kept at its present pre- 
mium above currency, and the existing re- 
strictions on gold removed, the entire price 
structure of all commodities would collapse. 
The depression of early 1933 would be child’s 
play in comparison. 

The remedy suggested by this article is 
likely to be opposed, by those who are profit- 
ing by the possession of gold, or of credits 
based upon a rigid gold dollar, our present 
standard of value. There is no reason for 
the banks of deposit, insurance companies, 
or endowed institutions, or other organiza- 
tions dealing in money, to fear the results of 
such proposed action. Their liabilities to de- 
positors, to policy holders and employees are 
in legal dollars, not in gold. Furthermore, 
a standard dollar which can be maintained 
with a definite and steady purchasing power 
from year to year would be of great value to 
all moneyed institutions for it would remove 
both speculation and risk. This applies with 
equal force to the institution and also to the 
depositor, to the policy holder, and to the 
wage earner. In addition to this advantage, 
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such a standard dollar would still be on a 
gold basis although redeemable in gold metal 
at whatever might be its current value. The 
psychological advantage would be great, gold 
has been and undoubtedly will continue to 
be most convenient as a medium of ex- 
change. It would, however, take out of the 
dollar all speculation in gold, and would 
make it impossible for the holders of gold or 
gold credits to profit at the expense of the 
public by reason of the rise or fall in the 
value of gold. 

The readjustment must not be upon a basis 
that will have a rigid and inflexible base in 
the future. The value or purchasing power 
of gold will undoubtedly go up and down in 
the future as in the past, so that provision 
must be made for such changes. The average 
price level of all commodities, when freed 
from the variations in the purchasing power 
of gold, can be kept on a steady base or level. 
This will bring about a sound and reliable 
foundation for returning and continuing pros- 
perity. It will greatly help to steady indus- 
try and to free it from booms and depres- 
sions, and thus give steady employment, the 
greatest benefit possible for mankind. 
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BANKERS NAMED FOR LIQUIDATION 
WORK 


To speed the program for advancing 
$1,000,000,000 to closed bank depositors, the 
newly created Deposit Liquidation Board has 
appointed local advisory chairman in all the 
Federal Reserve districts. 

The board named the following district 
chairmen : 

Boston, 
Bank. 

New York, Mortimer N. 
York Trust Company. 

Philadelphia, Livingston E. 
National Bank. 

Cleveland, S. 
Bank, 

Richmond, Robert V. Fleming, Riggs Na- 
tional Bank, Washington. 

Atlanta, to be announced later. 

Chicago, to be announced later. 

St. Louis, Walter W. Smith, First National 
Bank. 

Minneapolis, C. T. Jeffrey, president Soo 
Railroad. 

Kansas City, W. T. Kemper, 
Trust Company. 

Dallas, F. F. Florence, Republic National 
Bank & Trust. 

San Francisco, Frank B. Anderson, Bank 
of California. 


Daniel G. Wing, First National 


Buckner, New 
Jones, First 


B. Congdon, National City 


Commerce 
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estates how in 
probate, Bank of 
America is acting 
as executor or 
administrator 


Bank of America Trust Service 
brings to these and every other 
fiduciary problem entrusted to it 
the safe, collective judgment of 
many trained men who devote. 
their entire time to trust work. 


Through the 410 branches ot 
this great statewide bank, these 
men offer this service to you and 


your client. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
- CALIFORNIA 


Bank of America National Trust & Savings 
Association, a National Bank 

and Bank of America, 4 California State Bank 

are identical in ownership and management 
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Member New York Clearing House Association - 


Condensed Statement of Condition as at 


close of business September 30th, 1933 


RESOURCES 
Cash and Due from Banks 


U. S. Government Securities 
State and Municipal Bonds 
Other Investments 

Loans and Bills Purchased 
Mortgages 


Banking Houses and Other Real Estate 
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Customers’ Liability for Acceptances. . . 


Acceptances of Other Banks Sold with 
Our Endorsement 


Accrued Interest and Other Resources . . 


LIABILITIES 


Surplus and Undivided Profits 

Reserves 

Outstanding Acceptances 

Liability for Acceptances of Other Banks 
Sold with Our Endorsement 

Deposits 


$ 53,712,269.91 
91,507,106.33 
30,847,724.20 
46,178,526.28 
145,364,517.97 
25,849,113.96 


20,439,485.7 
20,459,787.87 


2,267,163.50 
2,943,535.22 
$439,569,230.94. 


$ 32,935,000.00 
20,297,483.19 
15,595,104.22 
21,282,873.14 


2,267,163.50 
347,191,606.89 


$439,569,230.94 


HARVEY D. GIBSON, President 
Head Office: 55 Broad Street, New York City 


Member Federal Reserve System 
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TAX ANTICIPATION NOTES AS BANK INVESTMENTS 


CHARLES F. PARK 
Vice-president, Marine Midland Trust Company, New York 











(Epiror’s Note: This article deals with tax anticipation notes of Massachusetts cities 
and towns. It is not the intention of the writer, however, to restrict consideration only to these 
types of municipal paper. There are undoubtedly many other municipalities of our country 
which offer equally interesting investment merit. This discussion serves rather to call atten- 


tion to an example indicating underlying factors affecting sound municipal credit.) 


HE custom has become so universal 

for every municipality and every tax 

district to spend ahead of time and 
collect taxes later that dealers and skilled 
buyers of tax anticipation notes were not 
alarmed a few years ago when a certain city 
in the South sold sufficient of these notes to 
finance two years’ expenses and deposited 
the money in a bank which promptly closed 
its doors. This municipal paper has usually 
been extremely popular among local financial 
institutions, as it carried a good coupon rate 
and was often accompanied by a deposit of 
the funds derived from the sale of the notes. 
In fact in many instances this paper has 
proved so irresistibly attractive that when 
taxes became hard to collect and marketa- 
bility collapsed, extreme embarrassment fol- 
lowed. A few years ago New York City rev- 
enue bills issued in anticipation of taxes were 
eagerly sought on approximately a 1% per 
cent basis, and could be sold in blocks of 
$10,000,000 by telephone. Today they are 
not so much in demand—in fact must be 
renewed by holders when due. Under such 
circumstances should any tax anticipation 
notes be considered a proper medium for in- 
vestment of bank funds? I have the temer- 
ity to say “yes” and to advocate their pur- 
chase on a 38 per cent to 4 per cent basis as 
against the 7 per cent or 8 per cent which 
can be obtained on similar obligations in less 
favorable situations. 

Perhaps Yankee thrift has made the dol- 
lar go further, or New England towns have 
been at it longer and have paid as they went 
aud not mortgaged the future. By and large 
Massachusetts seems to have excellent roads, 
Schools, parks and imposing public buildings, 
yet the per capita debt and percentage of 
debt to estimated valuations in almost every 
municipality is very much below that of 
other similar communities in almost every 


section of this country. For example the 
net per capita debt of Boston is approxi- 
mately 87 per cent of the average for the 
thirteen cities over 500,000 population. But 
Worcester, Springfield, Fall River, Cam- 
bridge, New Bedford, Somerville, Lynn and 
Lowell’s net per capita debt averages 631% 
per cent of the debt of the sixty-eight cities 
having between 100,000 and 300,000 popula- 
tion. Looking at it in another way it is a 
rarity to find a Massachusetts city or town 
with a net debt in excess of 3% per cent of 
assessed valuation, while in many sections of 
the country this figure will stand at from 7 
per cent to 10 per cent or pushing the legal 
limit hard. A somewhat superficial survey 
would indicate that the cost of government 
per capita was fairly high throughout Massa- 
chusetts. But it is interesting to note that 
general governmental expenses seem low 
while police, fire, health, sanitation, schools 
and charities as a rule bring up the averages. 
And it seems to be the fashion in Massachu- 
setts to pay taxes. Whether it be the New 
England conscience or thrift, during the col- 
lapse of the shoe and textile industries, in 
spite of the passing of New Haven Railroad’s 
dividend and three years of unprecedented 
general depression, taxes have been paid and 
the cost of government has been met in cash 
and obligations cared for as due, with the 
exception of such notes as matured during 
the confusion of the bank moratorium. 

A few years ago it was not thought neces- 
sary to consider the “Will to Pay” as a 
credit factor in regard to any legally con- 
tracted obligation of any political subdivi- 
sion of any state of the Union. Foreign 
debts have been considered in this light 
where the visible means of forcing a reluctant 
debtor to meet his just debts were quite evi- 
dently lacking. But today the attitude of 
‘borrowers as to living up to agreements, con- 
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tracted under more favorable circumstances, 
is almost equal in force to the other con- 
trolling credit factor, “Ability to Pay.” It 
is worthy of consideration that, at a time 
when the citizens of some states were abet- 
ting the powers that be to squirm, wiggle 
or default themselves out of their financial 
burdens, the Massachusetts Legislature en- 
acted effective laws to insure that every 
smallest community meet its obligations. The 
Tax Title Emergency Fund created by the 
legislature early this year made available 
$10,000,000 to cities and towns against tax 
titles at 100 per cent of their face value and 
the Governor Ely Bill recently passed cre- 
ated a credit of $30,000,000 to be loaned di- 
rectly to the different communities where 
help was needed the most. In addition to 
these emergency funds there is available an 
additional credit of $12,000,000 distributed 
through the state by federal authority for 
increased welfare cost. 

Because the debt burden is relatively small 
the “fixed charges” constitute a proportion- 
ately small part of a Massachusetts city’s 
budget. Consider the relative difficulty of 
effecting a 20 per cent cut in 1934 budget 
appropriations of a city, 70 per cent of whose 
budget goes for debt service and 30 per cent 
for all other purposes and a city where ap- 
proximately 30 per cent of the expenditures 
are for debt service and 70 per cent for ad- 
ministration expense. Because economies 
were not only possible, but were actually 
drastically imposed and accepted in a spirit 
of cooperation, Massachusetts towns and cit- 
ies have had to avail themselves of a mini- 
mum of assistance to keep their credit good. 
While this does not touch upon the legal 
status of Tax Anticipation Notes it might be 
proper to state here that while issued in 
anticipation of tax collections and normally 
paid out of such—they are full faith and 
eredit obligations of the issuer and suit can 


A. H. S. POST, President 


be entered, judgment obtained and levy made 
in case of default. Massachusetts has what 
is known as a “Director of Accounts” whose 
duty it is to approve the legality, and cer- 
tify as to the genuineness of signatures of 
all Tax Anticipation Notes issued by towns. 
He is empowered to certify notes issued by 
cities but only does so by request. This as- 
sures better financial counsel than is usually 
available to the small town office holder. 


These notes have the same legal status as 
to savings bank and trust fund investment 
in most states as do the funded obligations 
of the same municipality. In normal times 
they possess an excellent degree of marketa- 
bility. Even today they command rates rang- 
ing from approximately 1 per cent to 41% per 
cent, and while nothing under the sun is 
sure, the record and intangible atmosphere 
surrounding them would indicate that they 
may be considered a safe, profitable means 
of investing temporary surplus funds of 
banks and trust companies. 
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THE AGE OF WILLS RECENTLY 
PROBATED 

In a striking trust department advertise- 
ment the Guaranty Trust Company of New 
York pointed out recently that one hundred 
wills selected at random from among those 
probated in New York County in March, 
1933, were found to have been dated as fol- 
lows: 

65 were dated five years ago and under ; 

24 were dated from five to ten years ago; 

6 were dated from ten to twenty years ago; 

5 were dated more than twenty years ago. 


The trust company points out that most of 
these wills were made when values were 
greatly different and asks the readers of its 
advertisement, “Would your will stand the 
test of today’s conditions?’ 
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The death of Charles H, Sabin, chairman 
of the board of directors of the Guaranty 
Trust Company, removes from American 
finance one of its most prominent figures. 
His death on October 10th is the second loss 
of a member of the official staff sustained in 
a month by the trust company, Francis H. 
Sisson having died on September 17th. Mr. 
Sabin had been in poor health for the past 
six months. 

Mr. Sabin was born in Williamstown, 
Massachusetts, in 1868 and entered the bank- 
ing business in 1889 as a clerk in the office of 
the National Commercial Bank of Albany. 
From then on his rise was rapid. He was 
successively cashier of the Albany City Na- 
tional Bank and then vice-president and gen- 
eral manager of the National Bank of Com- 
merce. In 1907 he came to New York to or- 
ganize the National Copper Bank, of which 
he was vice-president. This institution, with 
the backing of the late John D. Ryan and 
others, not only survived the panic of that 
year but increased its deposits. It was later 
merged into. the Mechanics and Metals Na- 
tional Bank where Mr. Sabin remained as 


vice-president until 1910. 
In that year he was elected vice-president 
of the Guaranty Trust Company and five 
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years later became president of the institu- 
tion. In recognition of his services during 
the financing of the war, Mr. Sabin was dec- 
orated by the French and Belgian Govern- 
ments, and he received an honorary degree 
from Williams University. 

He became chairman of the Guaranty 
Trust Company in 1921, vice-chairman in 
1929 upon the absorption of the National 
Bank of Commerce, and chairman again in 
1930. Under his leadership the institution 
had grown from one with capital funds of 
thirty-six million to its present size as one 
of the largest banks in the country. 

Mr. Sabin was greatly interested in the 
30y’s Club, of which he was president. He 
contributed a great deal for the welfare of 
under-privileged youth and always main- 
tained that a healthy outdoor life for boys 
Was a great preventive of crime and gang- 
sters. Like his wife, the former Miss Paul- 
ine Morton, chairman of the Women’s Or- 
ganization for National Prohibition Reform, 
he was an ardent opponent of the wasteful 
and futile attempt to prohibit alcohol in all 
forms. He was treasurer of the Association 
Against the Prohibition Amendment, headed 
several hospital and Red Cross drives and 
was a director of the Philharmonic Society 
of New York. He never lost his early inter- 
est in athletics. Mr. Sabin’s connections with 
financial and social organizations covered a 
wide range, At the time of his death he was 
a director of many companies, including 
the Air Reduction Co., Ine., Commercial Ca- 
ble Co., Discount Corporation of New York, 
Fifth Avenue Coach Co., Guaranty Co. of 
New York, Inspiration Consolidated Copper 
Co., Intercontinental Rubber Co., Interna- 
tional Mercantile Marine Co., Montana Pow- 
er Co., New York Transportation Co., Omni- 
bus Corp., Owens-Illinois Glass Co., Postal 
Telegraph-Cable Co., Shell Union Oil Corp., 
United States Rubber Co., and the Vanadium 
Corp. 

He was a member of many clubs and asso- 
ciations, including: Albany Society of New 
York, Army and Navy Club, Bankers Club of 
America, Bond Club of New York, Holland 
Lodge F. & A. M., The Lambs, Links Club, 
National Golf Links of America, The Pil- 
grims, Racquet and Tennis Club, Recess Club, 
River Club of New York, Shinnecock Hills 
Golf Club, Turf and Field Club, United 
States Golf Association (treasurer), and 
Williams Club. 
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A STATEMENT OF PRINCIPLES OF TRUST INSTITUTIONS 


ADOPTED BY THE TRUST DIVISION AND APPROVED BY THE EXECUTIVE 
COUNCIL OF THE AMERICAN BANKERS ASSOCIATION, AND MADE PART 
OF THE BANKERS CODE OF FAIR COMPETITION 





ARTICLE I—DEFINITION OF TERMS 

Section 1. Trust Institutions.—Trust insti- 
tutions are corporations engaged in trust 
business under authority of law. They em- 
brace not only trust companies that are en- 
gaged in trust business exclusively but also 
trust departments of other corporations. 

Section 2. Trust Business.—Trust business 
is the business of settling estates, administer- 
ing trusts and performing agencies in all ap- 
propriate cases for individuals; partner- 
ships; associations; business corporations ; 
public, educational, social, recreational and 
charitable institutions; and units of govern- 
ment. It is advisable that a trust institution 
should limit the functions of its trust de- 
partment to such services. 

ARTICLE ITI—ACCEPTANCE OF TRUST BUSINESS 

A trust institution is under no obligation, 
either moral or legal, to accept all business 
that is offered. 

Section 1. Personal Trust Business.—With 
respect to the acceptance of personal trust 
business the two determining factors are 
these: Is trust service needed, and can the 
service be rendered properly? In personal 
trusts and agencies, the relationship is pri- 
vate, and the trust institution is responsible 
to those only who have or may have a finan- 
cial interest in the account. 


Section 2. Corporate Trust Business.—In 
considering the acceptance of a corporate 
trust or agency the trust institution should 
be satisfied that the company concerned is in 
good standing and that the enterprise is of a 
proper nature, 


ARTICLE III—ADMINISTRATION OF TRUST 
BUSINESS 


Section 1. Personal Trusts.—In the admin- 
istration of its personal trust business, a 
trust institution should strive at all times 
to render unexceptionable business and finan- 
cial service, but it should also be careful to 
render equally good personal service to bene- 





ficiaries. The first duty of a trust institution 
is to carry out the wishes of the creator of a 
trust as expressed in the trust instrument. 
Sympathetic, tactful, personal relationships 
with immediate beneficiaries are essential to 
the performance of this duty, keeping in 
mind also the interests of ultimate benefi- 
ciaries. It should be the policy of trust in- 
stitutions that all personal trusts should be 
under the direct supervision of and that ben- 
eficiaries should be brought into direct con 
tact with the administrative or senior officers 
of the trust department. 

Section 2. Confidential Relationships.—Per- 
sonal trust service is of a confidential nature 
and the confidences reposed in a trust depart- 
ment by a customer should never be revealed 
except when required by law. 


Section 3. Fundamental Duties of Trustees. 
—It is the duty of a trustee to administer a 
trust solely in the interest of the beneficiaries 
without permitting the intrusion of interests 
of the trustee or third parties that may in 
any way conflict with the interests of the 
trust; to keep and render accurate accounts 
with respect to the administration of the 
trust; to acquaint the beneficiaries with all 
material facts in connection with the trust; 
and, in administering the trust, to exercise 
the care a prudent man familiar with such 
matters would exercise as trustee of the 
property of others, adhering to the rule that 
the trustee is primarily a conserver, 

Section 4. Corporate Trust Business.—In 
the administration of corporate trusts and 
agencies the trust institution should render 
the same fine quality of service as it renders 
in the administration of personal trusts and 
agencies. Promptness, accuracy, and protec- 
tion are fundamental requirements of effi- 
cient corporate trust service. The terms of 
the trust instrument should be carried out 
with scrupulous care and with particular at- 
tention to the duties imposed therein upon 
the trustee for the protection of the security- 
holders. 
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ARTICLE IV—OPERATION OF TRUST 
DEPARTMENTS 

Section 1. Separation of Trust Properties. 
—The_ properties of each trust should be kept 
separate from those of all other trusts and 
separate also from the properties of the trust 
institution itself. : 

Section 2. Investment of Trust Funds.— 
The investment function of a trustee is care 
and management of property, not mere safe- 
keeping at one extreme or speculation at the 
other. A trust institution should devote to 
its trust investments all the care and skill 
that it has or can reasonably acquire, The 
responsibility for the investment of trust 
funds should not be reposed in an individual 
officer or employee of a trust department. All 
investments should be made, retained or sold 
only upon the authority of an investment 
committee composed of capable and experi- 
enced officers or directors of the institution. 


When the trust instrument definitely states 
the investment powers of the trustee, the 
terms of the instrument must be followed 
faithfully. If it should become unlawful or 
impossible or against public policy to follow 
literally the terms of the trust instrument, 
the trustee should promptly seek the guid- 
ance of the court about varying or interpret- 
ing the terms of the instrument and should 
not act on its own responsibility in this re- 
spect except in the face of an emergency, 
when the guidance of the court beforehand 
could not be obtained. If the trust instru- 
ment is silent about trust investments or if it 
expressly leaves the selection and retention 
of trust investments to the judgment and dis- 
eretion of the trustee, the latter should be 
governed by considerations of the safety of 
principal and dependability of income and 
not by hope or expectation of unusual gain 
through speculation. However, a_ trustee 
should not be content with safety of prin- 
cipal alone to the disregard of the reasonable 


income requirements of the beneficiaries. 

It is a fundamental principle that a trustee 
should not have any personal financial inter- 
est, direct or indirect, in the trust invest- 
ments, bought for or sold to the trusts of 
which it is trustee, and that it should not pur- 
chase for itself any securities or other prop- 
erty from any of its trusts. Accordingly, it 
follows that a trust institution should not 
buy for or sell to its estates or trusts any 
securities or other property in which it, or 
its affiliate, has any personal financial in- 
terest, and should not purchase for itself, 
or its affiliate, any securities or other prop- 
erty from its estates or trusts. 


ARTICLE V—-COMPENSATION FOR TRUST SERVICE 


Section 1.—A trust institution is entitled to 
reasonable compensation for its services. 
Compensation should be determined on the 
basis of the cost of the service rendered and 
the responsibilities assumed. Minimum fees 
in any community for trust services should 
be uniform and applied uniformly and im- 
partially to all customers alike. 


ARTICLE VI—PROMOTIONAL EFFORT 


Section 1. Advertising.—A trust institution 
has the same right as any other business ‘en- 
terprise to advertise its trust services in ap- 
propriate ways. Its advertisements should 
be dignified and not overstate or overempha- 
size the qualifications of the trust institu- 
tions. There should be no implication that 
legal services will be rendered. There should 
be no reflection, expressed or implied, upon 
other trust institutions or individuals, and 
the advertisements of all trust institutions 
should be mutually helpful. 

Section 2. Personal Representation.—The 
propriety of having personal representatives 
of trust departments is based upon the same 
principle as that of advertising. Trust busi- 
ness is so individual and distinctive that the 
customer cannot always obtain from printed 





TRUST COMPANIES 


Complete facilities in au 


branches of Trust Service. For individuals 


we serve as Executor, Administrator, Guard- 


ian, Conservator, Trustee or Agent. For corporations we 


serve as Registrar and Transfer Agent of stocks, and Trustee 


of bond and note issues. These and other fiduciary duties 


are performed promptly, efficiently, and economically. 


Ciry NATIONAL BANK 


AND TRUST COMPANY of Chicago 
208 South La Salle Street 











matter all he wishes to know about the pro- 
tection and management the trust institution 
will give his estate and the services it will 
render his beneficiaries. 


Section 3. New Trust Department.—A cor- 
poration should not enter the trust field ex- 
cept with a full appreciation of the responsi- 
bilities involved. A new trust department 
should be established only if there is enough 
potential trust business within the trade area 
of the institution to justify the proper per- 
sonnel and equipment. 


Section 4. Entering Corporate Trust Field. 
— Since the need for trust and agency serv- 
ices to corporations, outside of the centers of 
population, is much more limited than is that 
of trust and agency services to individuals, 
a trust institution should hesitate to enter 
the corporate trust or agency field unless an 
actual demand for such services is evident, 
and the institution is specially equipped to 
render such service. 

ARTICLE VII—RELATIONSHIPS 

Setion 1. With Public—Although a trust 

department is a distinctly private institution 


in its relations with its customers, it is af- 
fected with a public interest in its relations 


with the community. In its relations with 
the public a trust institution should be ready 
and willing to give full information about its 
own financial responsibility, its staff and 
equipment, and the safeguards thrown 
around trust business. 

Section 2. With Bar.—dAttorneys-at-law 
constitute a professional group that perform 
essential functions in relation to trust busi- 
ness, and have a community of interest with 
trust institutions in the common end of serv- 
ice to the public. The maintenance of har- 
monious relations between trust institutions 
and members of the Bar is in the best inter- 
ests of both, and of the public as well. It is 
a fundamental principle of this relationship 
that trust institutions should not engage in 
the practice of law. 

Section 3. With Life Underwriters.—Life 
underwriters also constitute a group having 
a community of interest with trust institu- 
tions in the common purpose of public service. 
Cooperation between trust institutions and 
life underwriters is productive of the best 
mutual service to the public. It is a prin- 
ciple of this cooperation that trust institu- 
tions should not engage in the business of 
selling life insurance. 
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NEW HOME FOR DUNEDIN BRANCH OF THE PUBLIC TRUST 
OFFICE OF NEW ZEALAND 


Operations and refinements in trust serv- 
ice developed by the Public Trust Office of 
New Zealand have afforded interesting and 
instructive comment in these pages in the 
past. Articles have been published from the 
Public Trustee, J. W. Macdonald, which have 
ealled forth considerable discussion, particu- 
larly in relation to the operations of the 
Common Fund which has been in existence 
for over thirty years, and is a subject now of 
particular interest in this country as shown 
by the establishment of common or com- 
mingled trust funds, 

The Public Trustee Office of New Zealand 
has experienced exceptional success and 
while the idea of government tutelage and 
guarantee in the handling of estates and 
trust funds is not adaptable to conditions 
in the United States, the lesson taught is 
one of value to all those engaged in trust 
service. 

The main office is located in Wellington, 
but branches are maintained in various other 
leading cities of the dominion. One of the 


most successful and active of these branches 
is that located at Dunedin where a staff of 
half a hundred is employed. The growth of 
this branch necessitated a new and larger 
building which was recently completed with 
a central location in Moray Place. The 
structure is modern in every detail and at- 
tractively designed. Immediately off the 
main entrance there is a roomy vestibule and 
public space from which radiate rooms for 
officials. A central stairway leads to the 
basement with its newly installed safe de- 
posit equipment. Other features of the build- 
ing are the ample and well lighted work- 
rooms, a ramp with spacious reserve for mo- 
tor cars, provided with a turn-table; a taste- 
fully furnished board room and a floor espe- 
cially for occupation by the Otago Women’s 
Club, the windows of which afford a splen- 
did view over the hills, the harbor and sur- 
rounding country. There are also clubrooms 


for employees, dining room, recreational fa- 
cilities and other provisions for accommoda- 
tion of clients and the personnel of the office. 


Pusiic SPACE AND GENERAL INTERIOR VIEW OF NEW BRANCH OF THE PUBLIC TRUSTEE OFFICE OF 
NEw ZEALAND AT DUNEDIN 





TRUST 


COMPANIES 


TAXABILITY OF TRANSFERS TO SUCCESSOR TRUSTEES 


Under the Revenue Act of 1932, the Bureau 
of Internal Revenue has issued the follow- 
ing ruling in question and answer form re- 
garding transfer taxes from a trustee to a 
successor trustee. The questions arose in 
connection with transfers of securities held 
in trust by the X trust company and the Y 
trust company both in process of liquidation 
in Ohio. 

Question 1 (a). The X Trust Company 
was trustee under a testamentary trust, the 
will making no provision for the appoint- 
ment of a successor trustee. A beneficiary 
will make application to the probate court 
for the appointment of a successor trustee 
and a decree will be entered removing the 
old trustee and appointing the Z Bank as 
successor trustee, vesting in the latter, as 
successor trustee, full title to the trust as- 
sets, including securities, and authorizing 
and directing the State Superintendent to 
execute and deliver such formal transfers as 
may be necessary for record purposes. 

Will the stamp tax attach to the transfer 
of securities included in the trust property? 

Answer. The tax will not attach. 

Question 1 (b). Would it make any dif- 
ference if, under the terms of the testamen- 
tary trust, a beneficiary (or a number of 
beneficiaries) is given authority to and does 
nominate a successor trustee whose appoint- 


ment is confirmed by the Probate Court of . 


R County under the above section of the Gen- 

eral Code of Ohio in like proceedings? 
Answer, No. 
Question 2 (a). 


The X Trust Company 
was acting as trustee under an irrevocable 
living trust agreement containing no specific 
provision relating to the appointment of a 


successor trustee. If application is made by 
the beneficiary of the trust to the Common 
Pleas Court of the county for the removal of 
the State Superintendent as trustee, and the 
appointment of a successor trustee (with the 
consent of the State Superintendent), and 
the common pleas court in the exercise of 
its equity powers (there being no specific 
statute in the State of Ohio authorizing a 
particular court to appoint a successor trus- 
tee for a living trust as distinguished from 
a testamentary trust) enters a decree naming 
the Z Bank as successor trustee, vesting it 
with full title to the entire trust estate, and 
authorizing and directing the State Superin- 
tendent to deliver such formal transfers as 
may be necessary for record purposes, will 


the stamp tax attach to the transfer of se- 
curities? 

Answer. No. See MS, 42 (C. B. IV-1, 338). 

Question 2 (b). Would it make any dif- 
ference in the foregoing situation if the ir- 
revocable trust agreement provides for the 
designation or nomination of a successor 
trustee by one or more of the beneficiaries 
(either including or not including the origi- 
nal settlor), and such designation or nomina- 
tion is confirmed by the Common Pleas Court 
of the county in proceedings similar to those 
above outlined? 

Answer. No. 

Question 3 (a). The X Trust Company 
was acting as trustee under a revocable liv- 
ing trust agreement which contains a provi- 
sion permitting the settlor to revoke in whole 
or in part, or modify, alter, or amend the. 
trust agreement from time to time. If the 
settlor revokes the trust agreement in its en- 
tirety and directs the State Superintendent 
of Banks to convey the assets (including se- 
curities) of the trust estate directly to the 
Z Bank to be held by it as trustee under a 
new living trust agreement entered into be- 
tween that bank and the settlor, does more 
than one taxable transfer occur? 

Answer. The transaction results in two 
taxable transfers. 

Question 3 (b). If the State Superinten- 
dent of Banks, the Z Bank and the settlor 
enter into a modification agreement wherein 
the Z Bank is substituted as trustee in place 
of the State Superintendent under the same 
trust agreement, and the agreement provides 
that the successor trustee shall be immedi- 
ately vested with full title to the entire trust 
estate, and further contemplates the delivery 
of formal transfers for record purposes to 
the Z Bank as trustee, does the stamp tax 
attach to such transfer? 

Answer. The transfer is subject to tax. 

Question 4. The X Trust Company was 
acting as trustee under a revocable living 
trust agreement which provides that the set- 
tlor may at any time revoke in whole or in 
part, or may alter, amend, or modify the 
trust agreement. The agreement also pro- 
vides that in the event the trustee named 
therein shall at any time resign, or become 
disabled, or be removed, the Z Bank shall 
immediately succeed as trustee and be vested 
with title to the entire trust estate. If the 
State Superintendent in charge of the affairs 
of the X Trust Company resigns and the Z 
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Bank assumes its duties as trustee under the 
trust agreement, and formal transfer is made 
to it of the assets of the trust estate by the 
superintendent for record purposes, will the 
stamp tax attach to the transfer of securi- 
ties, or is such transfer regarded as one by 
operation of law under Regulations 71, ar- 
ticle 35(h) ? 

Answer. The tax will not attach. The 
provisions of article 35(h) of Regulations 71 
control. 

Question 5. The X Trust Company was 
acting as trustee under a revocable living 
trust agreement wherein the settlor reserved 
the right to revoke in whole or in part at any 
time, or to alter, amend, or change the terms 
of the trust agreement. The trust agreement 
as originally drawn contained no provision 
for a successor trustee in the event of the 
resignation, removal, or other disability of 
the X Trust Company. Several years ago a 
modification of the trust agreement was 
made providing that in the event of the resig- 
nation, removal, or disability of the trustee 
named therein the Z Bank shall immediately 
succeed as trustee and be vested with title 
to the entire trust estate, and directing the 
X Trust Company in such event to deliver 
such formal transfers as may be necessary 


120 Broadway, New York, N. Y. 
Munsey Building, Washington 


for record purposes. If the State Superin- 
tendent resigns and the Z Bank assumes its 
duties as successor trustee under the terms 
of the trust agreement, will the stamp tax 
attach to the transfer of securities? 

Answer, The transfer is not subject to tax. 


Question 6. The X Trust Company was 
acting as trustee under a revocable living 
trust agreement, which provides that the sett- 
lor may at any time revoke in whole or in 
part, or modify, alter, or amend the trust 
agreement. The agreement contains no spe- 
cific provision designating a successor trustee 
in the event that the trustee named therein 
resigns, is removed, or is disabled from act- 
ing as trustee. If, in the exercise of the 
power to modify the trust agreement, the sett- 
lor and the State Superintendent enter into 
a modification agreement providing that upon 
resignation, removal, or disability of the 
State Superintendent the Z Bank shall im- 
mediately succeed as trustee and be vested 
with title to the entire trust estate, and pro- 
viding further that in such event the State 
Superintendent shall deliver such formal 
transfers aS may be necessary for record 
purposes, will the stamp tax attach to the 
transfer of securities of the trust to the Z 
Bank as trustee in the event of the resigna- 
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tion, removal, or disability of the State Su- 
perintendent? 

Answer. The transfer is subject to tax. 
The situation is not materially different from 
that presented in question 3 (b). The trans- 
action does not have any of the attributes 
of a valid transfer by operation of law. 

Question 7. The X Trust Company was 
acting as trustee under a revocable living 
trust agreement, which provides that the set- 
tlor may at any time revoke in whole or in 
part, or modify, alter, or amend the trust 
agreement. The trust agreement contains no 
specific provision for a successor trustee and 
no modification of the agreement has been 
made. If application is made to the Common 
Pleas Court of the county by the liquidator 
of the X Trust Company, the settlor, or any 
beneficiary under the trust agreement where- 
by a successor trustee is appointed by the 
common pleas court in the exercise of its 
equity powers (there being no specific statute 
in the State of Ohio conferring authority 
upon a particular court to appoint a succes- 
sor trustee in the case of a living trust), and 
a decree is entered removing the State Super- 
intendent and designating the Z Bank as 
successor trustee, vesting it with full legal 
title to the entire trust estate and directing 
the State Superintendent to deliver such 
formal instruments of transfer as may be 
necessary for record purposes, will the stamp 
tax attach to the transfer of securities in 
such a transaction? 

Answer. The transfer is not subject to tax. 

Question 8. Under the provisions of Regu- 
lations 71, article 35(k), deliveries or trans- 
fers from a fiduciary to a nominee of such 
fiduciary, and from the nominee to such fidu- 
ciary, are not subject to tax if any deliveries, 
or transfers, are accompanied by a certificate 
setting forth the facts. If the State Super- 
intendent in charge of the assets of the X 
Trust Company and of the trust estates held 
by it transfers the assets of a particular liv- 
ing trust estate to a nominee, and thereafter 
and by agreement of the State Liquidator, 
the settlor, and the Z Bank, the bank is sub- 
stituted as trustee, the nominee agreeing to 
act as nominee of the successor trustee will 
the Stamp Tax attach to the transfer of se- 
curities in such a case? 

Answer. The transaction is subject to tax. 
The provisions in the statute relating to nom- 
inees does not contemplate a situation which 
results in a substitution of fiduciaries as 
well as nominees. 

Question 9. The State Superintendent of 
Banks of Ohio is an administrative officer of 
that state in charge of the liquidation of 
closed banks. If the State Superintendent 
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ECURITY-FIRST NATIONAL 
BANK OF LOS ANGELES 


has 124 Branches, of which 70 are in the 
City of Los Angeles, 27 in cities in Los 
Angeles county, and 26 in other counties, 
from Fresno on the north to Imperial 
Valley on the south. In most of the cities 
where we have Branches, those Branches 
are the largest and leading banks of 
their respective localities. 

The Bank’s highly developed Trust Service 

is available through every Branch. 


The area in- Be 


cluded withina ~ 
radius of 250 SAN CEO 

miles from Los Angeles, 

in which Security- First 

National Bank is the lar- 

gest and leading Bank, includes more than 
a half of the population, wealth, agricultur- 
al production, petroleum, shipping or port 
business, and tourist business of the State. 





as liquidator of the X Trust Company trans- 
fers assets belonging to a trust estate of 
which the X Trust Company was trustee, 
does the Federal Stamp tax attach in any 
event, the transfer being by an administra- 
tive officer of the State of Ohio in the per- 
formance of his duties? 

Answer. The transfer of securities by the 
State Superintendent as liquidator is not 
such a transfer as would be exempt from the 
tax. The immunity from federal taxation at- 
taches only in those cases where the burden 
of the tax falls upon the state or its agencies 
and not in a case where the tax is actually 
paid out of the assets of other parties. 

Question. 10. If the State Superintendent 
of Banks, in charge of the liquidation of the 
X Trust Company, transfers to a successor 
trustee bonds which are obligations of a state 
or a political subdivision thereof, and which 
eonstitutes a part of the assets of a trust 
estate held by the X Trust Company, are 
such transfers subject to the stamp tax? 

Answer. The transfers referred to in this 
question are not subject to tax in view of 
the provisions of section 801 of the Revenue 
Act of 1926, as amended by section 441 of 
the Revenue Act of 1928. 
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CANADIAN BANKING COMMISSION CONCLUDES HEARINGS 


The Royal Commission on Banking and 
Currency has held hearings throughout 
Canada and has taken voluminous evi- 
dence as to the workings of the Canadian 
Bank Act; the report will be presented 
at the next session of Parliament and is 
now on the press. The widest differences 
of opinion between those who appeared be- 
fore Lord McMillan’s commission were to be 
found in the discussion of a proposed central 
bank. In general such an institution is de- 
sired by the prairie provinces where there 
exists a strong feeling that the Canadian 
banking system, as at present constituted, is 
dominated to a large degree by eastern in- 
terests and is unduly restrictive of credit. 
As was to be expected, the spokesmen for 
the eastern provinces of Canada were not 
eager for the establishment of a _ central 
bank. The utility of such an institution was 
widely doubted. Representatives of the prov- 
ince of Quebec looked with disfavor upon 
the possible political control of such an in- 
stitution and the operations of the Federal 
Reserve banks were referred to as examples 
of such undesirable political interference. At 
this point one of the English commissioners 
remarked that he did not admit that the 


United States had an effective central bank 
or anything like it. Opinion in Ontario was 
divided and several economists urged the 
need of a central institution to regulate in- 
ternational price stability and to foster in- 
ternational financial cooperation. 

Questions before the Commission covered 
a wide range of subjects from interlocking 
directorates to the problems of price levels 
and debt adjustment. The Canadian Bank- 
ers Association suggested the formation of 
an organization to handle intermediate credit 
to agriculture. The Commission conducted 
a strictly banking inquiry and did not in- 
clude in its scope any of the problems of 
trust business in Canada. Despite the con- 
flicting testimony it is now generally be- 
lieved that some form of a central institution 
will be recommended by the Commission. 
The establishment of such an _ institution 
should serve to allay political agitation in 
the west, although no relaxation of credit 
would necessarily be looked for. The ap- 
pearance of the report is eagerly awaited not 
only in the Dominion but in this country by 
all who are interested in constructive bank- 
ing legislation. 





TRUST COMPANIES 


RECOGNITION OF INTEGRITY OF 
TRUST SERVICE 

The following editorial appeared in The 
Monetary Times, the foremost financial pub- 
lication of Canada, in the issue of October 
13th, under the title “A Trust Company 
Would Have Saved It All.” 

Referring to the recent death of John A. 
Machray, former treasurer of the University 
of Manitoba and of the Church of England 
in Canada, The Monetary Times recalls that 
Machray was sentenced to imprisonment for 
misapplication and loss of the trust funds 
committed to him in the above capacities, 
and makes the following comment: 

“There were at least two angles from 
which the wrongdoing of John Machray was 
startling, One was the huge volume of funds 
belonging to the University of Manitoba and 
the Church of England in Canada which in 
his trust shrank so amazingly, the other 
was the fall of a man who had occupied such 
a respected place in the business, educational 
and religious life of Winnipeg and the West. 

“His defaleations dealt two heavy blows. 
One was the actual loss entailed to those 
bodies whose funds he had dissipated through 
speculation, the other was the loss of confi- 
dence in the minds of the general public in 
a man whose reputation had previously been 
of the best and the general effect which such 
a loss of confidence has on faith in human 


nature in general. 

“At the time that the Machray defaleations 
became known The Monetary Times pointed 
out that one of the lessons to be learned was 
the inadvisability of confiding trust funds to 
any individual, no matter how high his or 


her reputation might be. The inadvisability 
of such a course is emphasized by the fact 
that in this country there are many tried 
and sound financial institutions which have 
been established for the very purpose of ad- 
ministering trust funds and which carry 
with them a degree of safety and reliability 
that no individual can offer. 

“In regard to pension funds it is easy to 
obtain coverage from life insurance com- 
panies doing business in Canada _ which, 
working on an actuarial basis and managed 
by specialists provide a degree of safety and 
efficiency that cannot be easily approached 
by any other method. 

“When trust funds are concerned, the Ca- 
nadian trust companies are the logical de- 
positary. It is not difficult to visualize how 
different would be the position of the Uni- 
versity of Manitoba and the Church of Eng- 
land in Western Canada had they turned 
over many years ago to a trust company the 
funds entrusted to the late Mr. Machray and 
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lost by him. How different would have been 
the last days of John Machray himself. There 
would have been no loss to either institution ; 
there would have been no prison term for the 
defaulter. 


“Canadian trust companies and Canadian 
life insurance companies have an enviable 
reputation built up by years of careful man- 
agement and efficient service, Their enor- 
mous growth has been due to the apprecia- 
tion by a large section of the public of the 
advantages they offer in administering trust 
funds and in life insurance and pension 
schemes. Institutions and individuals who 
have not made use of the services they offer 
would do well to consider doing so without 
delay.” 


KENTUCKY BANKERS CONVENTION 

At the forty-first annual convention of the 
Kentucky Bankers Association, held last 
month at Louisville and at which 529 dele- 
gates were registered, D. F. Brown, president 
of the Farmers State Bank, London, made an 
address on the “Repeal of the Postal Savings 
Law.’ Mr. Brown declared that such repeal 
would greatly increase bank deposits by re- 
leasing $1,500,000,000 held as postal savings 
and said that the Bank Act of 1933 made 
Postal Savings banks unnecessary. The co- 
author of the Bank Act, Representative 
Henry B. Steagall, was another speaker. He 
talked of the Act with special reference to 
the deposit insurance feature. 

Larry D. Jones of Frankfort was elected 
president of the association, Frank I. Dugan 
of Louisville, treasurer, and Harry G. Smith, 
also of Louisville, continues as secretary. 

The Webster National Bank of Webster, 
Mass., recently reorganized, has opened for 
business on an unrestricted basis. 
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INDIVIDUAL AND CORPORATE FIDUCIARY CONTRASTED 


The Trustees Executors and Agency Company, Limited, of Melbourne, Australia, in 
its recent annual report, publishes the following comparative table setting out the advan- 
tages of appointing the company as trustee and executor in preference to a private 


trustee : 


Disadvantages of a Private Trustee or 
Executor 

A person may appoint as his executor and 
trustee a friend in whom he has confidence. 
This friend may accept the position and die 
before his duties are completed. Another 
trustee or trustees will have to be appointed 
to take over the trust, and he or they may 
be unknown to the testator, who, if alive, 
might have had no confidence in them. In 
trusts of long duration the process may re- 
quire frequent repetition, with heavy expense 
to the estate at each change. 


A person may appoint an individual who 
may subsequently decline to act. 


It is difficult to ascertain the financial po- 
sition of a private person who may be a 
prospective trustee, or actually hold that po- 
sition. In fact, a private trustee offers no 
security. 


It is frequently difficult to get information 
or accounts from private trustees. 


A private trustee’s accounts are seldom 
audited. 


A private trustee may leave the state or 
become ill, and it may be difficult and expen- 
sive to find someone to take his place. 


A private trustee may out of a friendly 
feeling show a preference for one or more 
of the beneficiaries to the disadvantage of the 
others. 


A private trustee may claim, and the court 
can allow, commission up to 5 per cent. 


A private trustee may cause matters of a 
private nature to become known to others. 


Advantages of Appointing the Trustees 
Executors and Agency Company, Ltd. 


By appointing the company, a testator is 
certain of a permanent trustee. It cannot die 
nor leave the country. It goes on forever, 
and there is continuity in the management 
of estates. 


Where a personal executor is also desired, 
the company is always pleased to act in 
conjunction with such person. 


It is the business of the company to under- 
take trusts. 


The position of the company is easily as- 
certainable. It has 10,000 pounds invested 
in the name of the Treasurer of the State of 
Victoria, 20,000 pounds in the name of the 
Treasurer of the State of New South Wales, 
and in addition is held to the full amount of 
its capital and reserves for the faithful per- 
formance of its duties. 


The company supplies information on ap- 
plication at the office, and full reports and 
statements of accounts are rendered regu- 
larly and promptly. 


The company is under the constant su- 
pervision of the courts, and in addition to a 
comprehensive internal audit, a continuous 
audit is made by chartered accountants. 


The company is always available to its 
clients. 


The company performs its duties impar- 
tially, and with equal justice to all the bene- 
ficiaries, and the intentions and wishes of the 
testator are faithfully carried out. 


The company’s charges are fixed by law, 
and are exceedingly moderate. 


All matters in the company’s hands are 
considered as being strictly confidential, all 
the members of the staff being under a bond 
of secrecy. 
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A private trustee may use the moneys of 
the estate in his own business or for private 
speculations, and thus incur heavy losses 
which he cannot make good. 


A private trustee may in ignorance com- 
mit a breach of trust which may result in a 
heavy loss to the beneficiaries. 


Testators sometimes appoint members of 
their own family and add to the other dis- 
abilities of a private executor the prospect of 
family dissension and jealousy. 


A private person frequently accepts the 
position of executor or trustee when asked 
to do so by a friend, as an obligation and 
very much against his will. 
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The company’s operations are by law strict- 
ly confined to business of a fiduciary nature. 
It cannot even with its own surplus funds 
embark in any other business or in specula- 
tion. 


The company with its long experience in 
dealing with trust estates is unlikely to make 
a mistake, but should it do so, it has ample 
security in its capital and reserves to make 
good any loss arising from a breach of trust. 


By the appointment of the company the 
risk of family dissension is greatly mini- 
mized. 


He can now say, “Why not appoint the 
Trustees Executors and Agency Company, 
Limited (The Pioneer Trustee Company of 
Australia), whose special business it is to 
undertake such work?” 


OPERATIONS AND PRINCIPLES OF A MANAGED CURRENCY SYSTEM 


(Continued from page 372) 


chiefly for domestic consumption, show bet- 
ter sustained production and fuller employ- 
ment than do the export industries. In its 
relation to industry, a managed currency 
policy naturally has its greatest effect in 
maintaining those industries which produce 
for the home market. 


Adaptability to Future Developments 


The crucial test of Sweden’s monetary pol- 
icy came with the Kreuger crisis in the 
spring of 1932, and the fact that the do- 
mestic purchasing power of the krona was 
maintained in a period when distrust was 
rife, the confidence of foreign nations deeply 
disturbed, and an enormous volume of nomi- 
nal domestic purchasing power wiped out, is 
a high tribute to the efficacy of the policy 
and to the skill with which it was managed. 
As to the future conduct of monetary policy 
in Sweden, a committee of experts called by 
the government, has expressed the opinion 
that the present aim at regulation of the do- 
mestiec purchasing power of the currency 
should be continued, coupled with an adjust- 
ment of its foreign exchange value in con- 
formity therewith. It is the decided view of 
the experts that Sweden should not embark 
upon a policy of depreciating the foreign 
exchange value of its currency with a view 
to gaining advantages in foreign trade. Swe- 
den, moreover, according to the experts, 
should cooperate in international movements 


for raising the world price levels, and if a 
stabilization of the principal exchange rates 
should be achieved in conjunction with an in- 
tended raising of the world price levels, Swe- 
den should not hesitate to bind her exchange 
rates and thus to permit the foreign ex- 
change value once more to become the norm 
for regulating her monetary system. In the 
absence of such international action, how- 
ever, or if conditions should not permit her 
to participate therein, Sweden will more than 
likely continue to pursue her independent 
monetary policy. 


oo & 


SAVINGS IN RECEIVERSHIP COSTS 


The one man receivership plan originated 
by Edward J. Barrett, State Auditor of Il- 
linois, has saved large sums in receivership 
costs to depositors of closed state banks, ac- 
cording to a survey recently made public. 
Single receivers’ fees from 40 closed Chicago 
banks over a period of three months were 
only 9 per cent of what they would have been 
under the method formerly employed. 


W. J. Echols, Jr., has been elected presi- 
dent of the Merchants National Bank, at 
Fort Smith, Ark., succeeding his father, the 
late W. J. Echols, the third member of the 
Echols family to head the institution. The 
bank is the largest of its kind in the state. 
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A STATEMENT OF POLICY 


The Trust Company of Georgia, which was 
chartered in 1891 and as such is the oldest 
trust company in the state, has issued « 
statement of policy covering its activities in 
the four major fields of activity in which it 
is engaged. Of primary interest are the an- 
nounced policies of the operations of its trust 
department which is at present managing 
many millions of dollars of trust assets with 
full trust facilities and a trained personnel. 
“No investment securities are purchased 
from or sold to the investment department 
of this company by its trust department. All 
purchases of securities for trust estates are 
made in the open market at the lowest avail- 
able prices and all sales of securities for 
trust estates are made to the highest bidder, 
or, if listed, on recognized exchanges. All 
funds of fiduciary estates on deposit awaiting 
investment are at all times secured by 
United States Government bonds. All pur- 
chases of investments for trust estates, and 
all sales of trust assets are approved by a 
trust committee of seven directors, combin- 
ing in their experience wide knowledge of 
investment and property values. All trust ac- 
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counts under the company’s management are 
audited by independent public accountants, 
and certified statements of the assets of each 
trust are available to duly authorized and 
properly interested principal beneficiaries on 
request. This service is supplementary to the 
periodic reports regularly furnished to bene- 
ficiaries.”’ 

The company’s mortgage loan department 
will continue to represent both institutional 
and individual lenders of mortgage funds in 
placing mortgages in its territory when funds 
for this class of investment are again avail- 
able. “No mortgage loans are made by this 
department for the account of any trust fund 
managed by the trust department.” The in- 
vestment department will be conducted in 
harmony with the letter and spirit of the 
new banking legislation and will not engage 
in the underwriting of future stock issues. 
It will provide statistical and advisory in- 
vestment service and facilities for dealing, 
upon customer’s order, in investment securi- 
ties. 

The announcement of a completely 
equipped banking department marks the en- 
trance of the Trust Company of Georgia into 
a new field of endeavor. Hitherto it has not 
sought commercial accounts. This new de- 
partment is under the immediate direction of 
Robert Strickland, executive vice-president, 
who will be assisted by Douglas M. Robert- 
son. It will provide an efficient and respon- 
sive commercial banking service for its cus- 
tomers. The trust company has been admit- 
ted to membership in the Atlanta Clearing 
House Association. 


HIBERNIA NATIONAL OF NEW ORLEANS 
SHOWS BIG INCREASE IN DEPOSITS 
The Hibernia National Bank in New Or- 

leans in its statement of condition for the 

quarter ended September 30th shows an in- 
erease of $8,500,000 in deposits since its na- 
tionalization May 22d of this year. On that 
date its pro forma statement announced de- 
posits of $14,121,120. The quarterly state- 
ment just issued shows deposits of $22,638,- 

478 as of the close of business on September 

30, 1933. Against these the bank holds cash 

and exchanges of $7,851,591, Government 

bonds with a market value of $9,180,523, and 
loans and discounts of $3,606,432. 

The directors have declared and paid the 
initial dividend on the preferred stock for 
the period between May 22d and September 
30th amounting to $27,054.79. 
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THE PLEASURE OF MAKING A WILL 

A Connecticut Yankee’s impish desire to 
put the average Frenchman’s extreme dignity 
to an acid test, has set eighteen solemn peas- 
ants to tilling the late Rufus Barlow’s farm 
near here, garbed in the most bizarre of cos- 
tumes from the four corners of the earth. 

Barlow, a native of Canaan, Conn., had a 
long and colorful career as a jockey, trainer 
and bookmaker, which took him to Mexico, 
Argentina, South Africa, China, India and 
finally France. He collected costumes as a 
hobby. When he retired fifteen years ago 
as trainer of the Gautier stables at Bordeau 
he bought a farm at Brissac, France. The 
thrifty Yankee perhaps had his own ideas 
about French acquisitiveness. Anyway, he 
left his greatest joke in his will. 

According to the terms of the will—and 
things legalistic are hopelessly ironclad in 
France—all eighteen employees must con- 
tinue tending the cows and vines in their 
comic-opera regalia for one year, or they will 
forfeit legacies of 10,000 frances (at current 
exchange approximately $557) each. 

A reporter of the Paris Herald, European 
edition of the New York Herald Tribune, 
who visited Barlow’s farm, found two ox 
teams plowing, one guided by a Hawaiian 
hula dancer in a grass skirt and the other by 
a Spanish bullfighter. A Gordon Highlander 
was sweeping out the stables. An Indian 
rajah was pasturing the cows and a Cossack 
was herding sheep. A Chinese mandarin was 
watering the plants, 

Mme. Barlow, the quintessence of provin- 
cial rectitude, was no less indignant than her 
peasant help, but 10,000 francs is a lot of 
money to a Frenchman. The shrewd Con- 
necticut Yankee knew his Frenchmen well 
enough to be sure that the Gironde’s hillsides 
would certainly be brightened up for a 
twelvemonth. 


A beer tavern in New Britain, Conn., 
which is located in the former quarters of 
a bank, has decorated the walls and table 
tops with Russian rouble notes, at one time 
worth more than a million dollars. The Wall 
Street Journal has likewise made use of 
depreciated currency notes in appealing to 
subscribers. It recently enclosed in sub- 
scription letters genuine German 5,000 mark 
uutes, now worthless, indicating in a con- 
crete manner the perils of inflation. 


Several countries, particularly Turkey and 
switzerland, have laws that prohibit their 
citizens from bequeathing anything to an 
ustitution, fund, servant or friend. Every 
penny of an estate must be willed to relatives. 
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CHINESE CURRENCY REFORM 


China, for the first time in its long history, 
has standardized the dollar in its national 
coinage. This was made possible by the abo- 
lition of the tael, an arbitrary measure of 
silver, which compelled double exchange 
transactions. The government discontinued 
the use of the tael last March, and this cum- 
bersome unit is now disappearing from Chi- 
nese finance. 

The Shanghai mint began coining silver 
dollars last spring, turning out 200,000 a day, 
but the new coins were not released until 
millions were ready for circulation. The first 
standard dollar was condemned after 2,000,- 
000 has been coined, as it was held that the 
design, showing birds flying over a rising 
sun, resembled airplanes on the Japanese 
flag. The present design bears a portrait of 
Dr. Sun Yat-Sen on one side, and on the 
reverse a Chinese junk. All the inscriptions 
on the dollar are in Chinese characters. 

The coining of the new standard dollar 
was done under the direction of the former 
head of the United States Mint, Robert Grant. 
The design was executed in this country. 
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RECOMMENDATIONS FOR ADEQUATE TRUST FEES 


Under the Code of Fair Competition for 
Banks, which became effective October 16, 
1933, trust departments in various commu- 
nities are expected to adopt and operate un- 
der uniform fee schedules. In _ localities 
where a uniform fee schedule has not been 
adopted it is highly desirable that trust de- 
partments act promptly in preparing a com- 
plete schedule of fees covering all trust serv- 
ices. The “Guide to Trust Fees” published 
by the Trust Division, together with fee 
schedules obtainable from nearby Corporate 
Fiduciary Associations, form a _ practical 
basis for determination of charges. Valuable 
assistance may also be secured as the result 
of an exhaustive survey into the extent to 
which free services are rendered by trust de- 
partments which has just been completed by 
the Committee on Costs and Charges of the 
Trust Division of the American Bankers As- 
sociation, under the chairmanship of Henry 
A. Theis, vice-president, Guaranty Trust 
Company of New York City. The committee 
recognizes that there are certain free serv- 
ices which trust departments will doubtless 
continue to perform. However, these free 
services should be confined solely to those 
in the nature of purely personal services on 
behalf of creators of trusts, beneficiaries un- 


der trusts, and customers of other depart- 


ments: that is, isolated and independent 
transactions not connected with or a part 
of any established service offered by banks 
or trust companies. The performance of 
such free service is a matter for the discre- 
tion of trust departments individually, but it 
is recommended that even in matters of 
purely personal services, customers need not 
be encouraged to expect free service. The 
value of the good will or new business result- 
ing from free services is always doubtful. 
The easier it is to obtain free services, the 
less the customers value them, and conse- 
quently they feel under no obligations. Such 
services should be kept at a minimum. 

The survey revealed a wide range of serv- 
ices being performed without charge by trust 
departments, yet with one exception—the 
preparation of income tax returns—the vari- 
ous types of free services disclosed are not 
general throughout the trust business. All 
other types of services that were given with- 
out charge were confined to limited sections 
only, and many of these were, in other sec- 
tions, charged for as a matter of course. 

This report, “Free Services by Trust De- 
partments,” published by the Trust Division, 
covers preparation of income, estate and in- 
heritance, and personal property tax returns 


and payment of taxes; performance of agen- 
cy services for securities, the giving of in- 
vestment advice and statistical information, 
are also included as well as agency service 
for real estate and mortgages; rendering 
corporate trust or corporate agency services; 
safekeeping of wills, charitable trusts, and 
giving assistance with personal matters. 

It is doubtful if a more opportune time to 
apply uniform charges for services hereto- 
fore rendered free of charge, will ever ar- 
rive. The Code contemplates united and 
prompt action. Quality of service depends 
upon compensation. To make an adequate 
charge for all services rendered will tend to 
raise the high standards of corporate fiduci- 
ary services and will go a long way toward 
giving each trust department a much higher 
ratio of net income to gross earnings. 


FEDERAL BRANCH BANKING 
AND STATE RIGHTS 

The National Bank Act, while authorizing 
branch banks, provides specifically that the 
establishment of branches shall be subject 
to the restriction as to location imposed by 
the law of the states on state banks. The at- 
torney general of Oregon maintains that na- 
tional bank associations must obtain a per- 
mit from the state superintendent of banks 
before establishing branches in Oregon. At- 
torneys for a Portland national bank contend 
that this is not necessary. The old constitu- 
tional question as to state rights is there- 
fore prominent not only in Oregon, but also 
in other states where attorney generals have 
issued similar opinions. 

We believe that the courts will agree with 
the opinion of the attorney general, and that 
they will decide as they have frequently de- 
cided, that the Federal Government will not 
interfere with well established state regu- 
lations governing our institutions and that 
where a national bank located in a particular 
state desires to establish branches in that 
that state, it will be governed by state regu- 
lations in the establishment of such branches. 
In all of such matters, whether banking or 
otherwise, states have enacted laws for the 
economic good of their citizens. If it should 
be decided that national banks in establishing 
branches are not required to comply with 
state regulations as to the location of such 
branches, n*tional banks will have a decided 
advantage over state banks in establishing 
branches. It seems obvious that the Federal 
Government will not extend its powers to 
a degree of interference with the proper eco- 
nomic order of state institutions. 
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Personal 
SERVICE 


ON LOS ANGELES TRUSTS 


Our Trust Department 
offers in Los Angeles the 
same spirit and policy of 
personal service which 
characterizes every 
function of this reliable 


bank. » 


WE HAVE NO BRANCHES 


Capital $ Surplus 
$6,700,000 


Union Bank & TRustT ©. 


OF LOS ANGELES 
Savings Commercial Trust 


Eighth & Hill, Los Angeles 


“THE BANK OF PERSONAL SERVICE” 





UNIFORM ACCOUNTING 

A uniform system of accounting and a 
standardized form for corporation accounts is 
being prepared by the Department of Com- 
merce in Washington. Officials of the New 
York Stock Exchange have shown definite 
interest in the work, a feature of which 
would make corporate reports easier of anal- 
ysis by the average person. The provisions 
in a number of recovery codes call for the 
establishment of uniform accounting systems 
in various industries. 

Indications that the State of Pennsylvania 
intends to have companies in like lines of 
business report in a standard form are seen 
in a part of the new state law which pro- 
vides that income statements shall be pre- 
pared in the form ordinarily used by ac- 
countants for the particular kind of business 
carried on by the corporation. The law also 
goes further toward the English system of 
having auditors elected by shareholders rath- 
er than appointed by the management than 
do other state laws. The practice of using 
independent auditors for corporation state- 
ments is growing rapidly. The New York 
Stock Exchange now requires it, excepting 
for railroads and some few other instances 
where circumstances justify use of company 
audits. 
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HEADS MONTCLAIR CLEARING HOUSE 

Adolph J. Lins, president of the Montclair 
Trust Company, has been elected president 
of the Montclair (N. J.) Clearing House As- 
sociation succeeding Alfred T. Gibbs, presi- 
dent of the First National. Bank & Trust 
Company. 


BANQUE CANADIENNE NATIONALE 
ELECTS A NEW PRESIDENT 
The board of directors of the Banque Ca- 
nadienne Nationale of Montreal, P. Q., have 
announced the election as president of Sena- 
tor J. M. Wilson to succeed the late Hon. 
F. L. Beique. 


Senator Wilson, who has served as vice- 
president since 1928, is president of the 
General Trust of Canada, and is a director of 
the Title Guarantee and Trust Company of 
Canada, and many other companies. 


The September 30th statement of the 
Manufacturers & Traders Trust Company, 
Buffalo, shows deposits of $79,781,000, an in- 
crease of $2,677,000 over June 30th. The com- 
pany’s capital is $6,000,000 and surplus and 
undivided profits $13,643,000. Total assets 
have risen from $100,675,000 to $103,474,000. 
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With a view to building up a better pub- 
lic understanding of banking and trust mat- 
ters, the Wachovia Bank & Trust Company 
of Winston-Salem, N. C., has devoted the 
entire current issue of its monthly maga- 
zine, “The Wachovia,” to an able exposition 
of the facts of trust service and to answer- 
ing some of the pertinent questions which 
are in the public mind at this time. 

Remembering that the general public has 
only a limited knowledge of the administra- 
tion of trusts, the magazine explains the 
differences between funds held in trust and 
ordinary deposits and shows that even if 
a bank fails the worst that happens to a 
trust fund is the appointment of a successor 
trustee. The Wachovia Bank & Trust Com- 
pany’s rule with regard to investment poli- 
cies are carefully explained and emphasis is 
placed upon the fundamental principle that 
a trustee should not have a personal finan- 
cial interest in any investments made or sold 
for trusts of which it is trustee. 

The magazine emphasizes the splendid rec- 
ord made by trust service throughout the 
past four years. Recent surveys made of 
closed banks and trust companies throughout 
the United States attest that the funda- 
mental rule, trust property must be kept 
separate and apart from banking assets, has 
been observed almost without exception. “In 
virtually all cases it was found that the 
properties belonging to the trusts were held 
intact and safe. Certainly in this respect, 
American trust institutions have proved to 
a high degree their fidelity to trust. While 
the value of all securities and properties has 
shrunk during the past four years, surveys 
have shown that the average shrinkage in 
value of properties held by trust institu- 
tions has been distinctly less than the shrink- 
age shown by a composite list of other aver- 


TRUST SERVICE AND THE PUBLIC INTEREST 


age investments. In this respect also, trust 
institutions have established a record that 
is decidedly better than the average. 

“In the realm of personal service trust 
institutions have set a record of helpful per- 
formance for which beneficiaries will be 
grateful for many years to come. While 
financial storms were raging, and troubles 
innumerable assailed the people of this coun- 
try; trust departments were an ‘anchor to 
windward’ for thousands of widows, or- 
phans and other dependents who looked to 
these institutions not only as the protector 
of their properties, but also as their coun- 
sellors and advisers on many and varied 
problems. The times presented a great op- 
portunity for personal service; American 
trust institutions performed that service 
readily and gladly. 

“Trust service has come through the great- 
est testing time of the century. Its record 
stands as proof of its value and assures its 
continued demand by the American public.” 


LirE INSURANCE TRUusTS, by Guy B. Horton 
of Vermont Bar. 1933, 67 pps.: $1.50. 

Out of the abundance of his experience, 
Mr. Horton has contributed another chapter 
to his earlier works on insurance trusts. One 
need not agree with all his conclusions in 
order to find his booklet a most valuable 
source of information upon a subject still 
largely untouched by the courts. He takes 
the conservative view where differences of 
opinion exist. Of special consequences are 
his observations upon the important distinc- 
tion between change of beneficiary and as- 
signment, the necessity of examining poli- 
cies to make certain that each one will fit 
into the particular trust in process of crea- 
tion and the proposition that insurance com- 
panies are the best friends of trust officers 
and attorneys. 
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DEPOSIT INSURANCE FOR NON- 
MEMBER BANKS 

At the recent conference of the Savings 
Banks Association of the State of New York, 
the Committee on Deposit Insurance, in its 
report, expressed the belief that every sav- 
ings bank should consider joining the tem- 
porary fund as evidence of complete sym- 
pathy with the determination of the Govern- 
ment “to develop and maintain an indisput- 
ably sound banking structure.’ The com- 
mittee, however, does not believe that deposit 
insurance is the proper solution of the bank- 
ing problems in the country.” 

The report stated further, that the ulti- 
mate solution of our banking problems can 
and will be found through some means other 
than deposit insurance. In the meantime, it 
was urged that the member banks develop 
constructive suggestions for proper legislative 
action designed to accomplish the purpose 
of the existing law, at the same time elim- 
inating its unsound features. 

Walter J. Cummings, chairman of the 
board of the Federal Deposit Insurance Cor- 
poration, in his remarks before the confer- 
ence, referred to the basis for qualification 
of non-member banks. He stated that “there 
is no fixed or general rule to govern the ex- 
amination of the non-member banks. To serve 
a community a bank necessarily must make 
local loans. These loans might be without 
salable value in financial centers, and yet be 
100 per cent sound in the community served 
by the bank. The examinations are to be 
based upon ‘solvency,’ not upon ‘liquidity.’ 
This corporation has been created for the 
protection of depositors by affording them in- 
surance, and under such a system the test of 
solvency can be substituted for that of liquid- 
ity without sacrificing ultimate safety. 

“For the actual work of examining the 
applying banks, directors of the Federal De- 
posit Insurance Corporation selected national 
bank examiners, purely on their records for 
efficiency and ability, and made them Super- 
vising Examiners. These men have been sent 
to the capitals in the various states. To as- 
sist them in examining the non-member 
banks that seek admission to the fund, ap- 
proximately eight hundred other examiners 
have been selected so far. The latter, men 
familiar with conditions in the states where 
they will be active, include over four hun- 
dred experienced examiners from various 
states. There will be no discrimination 
against non-member state banks in these ex- 
aminations. The banks which qualify for 
inembership will not be announced until all 
applications have been acted upon, and the 
‘nnouncement will be made simultaneously.” 


REPRESENTATION 
IN CHICAGO 


Management and Disposition | 
of Local Real Estate for 
non-residents 


Ancillary Administration in 
Illinois 


Special Facilities for the han- 
dling of State and Federal 
Court Receiverships. 


CHICAGO TITLE 
& TRUST COMPANY 


69 WEST WASHINGTON STREET 
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In Western Washington 


—you are assured of cordial cooperation in the conduct of any agency 
matter, as evidenced by the sound and steady growth of this institution 
during more than forty-five years of comprehensive banking service. 


TRUST DEPARTMENT 
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PRESUMPTION OF DEATH 


Everyone is familiar with the general rule 
of law that after a certain number of years 
a person who has not been heard from and 
who cannot be located is presumed to have 
died. This presumption has been of great 
importance in many branches of the law and 
particularly in connection with the adminis- 
tration of estates. 

A committee of the National Conference of 
Commissioners on Uniform State Laws, un- 
der the chairmanship of Harry P. Lawther, 
recently completed its report and recommend- 
ations in connection with the desirability of 
a uniform act-as to presumption of death 
where persons have disappeared. The com- 
mittee finds that there are statutes in twen- 
ty-two states which provide in substance that 
after a person has disappeared and his ab- 
sence is continuous and unexplained for a 
certain number of years, the death of such 
person will be presumed. In a few of these 
states the number of years is four, five or 
six, but in the great majority the number is 
seven. Twenty-one states have no statutes 
on the subject. Eight states follow the old 
common law presumption of “continuance in 
life for seven years,” which may be rebutted 
by proof. Five states have statutes upon 
the presumption of survivorship where sev- 
eral persons perish in a common disaster. 

After reviewing numerous conflicting de- 
cisions and discussing the question from va- 
rious angles, the committee observes that the 
rule of seven years unexplained absence, 
which has been regarded as sufficient to jus- 
tify a conclusion of death, is a purely ar- 
bitrary one. It is applied indiscriminately 
without regard to the age, sex, health or hab- 
its of the absentee; and without reference to 
the conditions surrounding his disappear- 
ance. He may have been a mere youth; or 
of mature age; or have reached the allotted 
age three-score years and ten; he may have 


been in good health or afflicted with disease ; 
there may have existed no cause for his disap- 
pearance; or he may have been in financial or 
domestic difficulties, or under indictment for 
a felony, or fugitive from justice. The com- 
mittee concludes, therefore, that there is no 
sufficient reason why it should be presumed 
from mere unexplained absence of seven 


years that the absentee is dead. 

The committee makes the following sug- 
gestions: 

“The life expectancy of a man thirty years 
of age is 35.38 years; that of a man sixty 


years old is 14.10 years. Obviously, to hold 
that the mere unexplained absence in the 
case of both men for a period of seven years 
creates a presumption of death is purely ar- 
bitrary, and not grounded upon sound reason. 

“If it be considered not good policy for an 
estate to remain unadministered, or for the 
title to land to be undetermined for the full 
period of a man’s life expectancy, some rule 
might be adopted whereby the period of dis- 
appearance would be fixed at a fraction of 
such life expectancy; a greater proportion up 
to a certain age, and a less proportion after. 

“The American Experience Table of Mor- 
tality gives the life expectancy of a person 
from the age of ten years to the age of nine- 
ty-five years. The life expectancy of a man 
fifty-two years of age is 19.49. We therefore 
offer as a suggestion that up to and includ- 
ing the age of fifty-two years the period of 
unexplained absence which should create a 
presumption of death be fixed at one-half of 
the absentee’s life expectancy ; and that after 
the age of fifty-two, the period be fixed at 
one-third of his life expectancy.” 

The committee concluded that a uniform 
act based upon some such consideration as 
the above would be an improvement upon 
the common law rule; would be beneficial 
and advisable. 
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THE ELEVENTH REGIONAL 


PACIFIC COAST TRUST CONFERENCE 


AT SAN FRANCISCO 


ETTING an admirable example of co- 

operation in the solution of problems 

of protecting the constantly increasing 
funds in their care, representatives of lead- 
ing trust institutions of the Pacific Coast and 
Rocky Mountain states assembled in San 
Francisco on October 26th and 27th for the 
eleventh annual Pacific Coast Trust Confer- 
ence. Discussion centered around the prob- 
lems of investing trust funds under the pres- 
ent conditions of uncertainty as to the future 
value of the dollar, especially as changes 
would affect existing contracts. Construc- 
tive suggestions were also made as to incor- 
poration of measures for adequate trust pro- 
tection and proper practices in a fiduciary 
code. Much interest was likewise evident in 


recent and prospective legislation at Wash- 
ington, as well as in the matter of restoring 
public confidence in banking institutions and 


informing the public as to the various pro- 
tective measures which have enabled trust 
departments to show an enviable record of 
safety during these trying times. 

Frank H. Lougher, trust officer of the 
Anglo California National Bank of San Fran- 
cisco, presided as general chairman of the 
conference committee. At the first session, 
following the address of welcome by Edward 
Rainey, superintendent of banks of the State 
of California, and response by Henry E. Sar- 
gent, secretary of the Trust Division of the 
American Bankers Association, an address 
on “The Basis for Public Confidence in Trust 
Service” was delivered by H. O. Edmonds, 
vice-president of the Northern Trust Com- 
pany, Chicago, and president of the Trust 
Division. The protection of the trustee by 
insurance coverage was next discussed by 
Leo Mund of San Francisco. Important op- 
erating policies were covered at the second 
session; George Herrington of the San Fran- 
cisco Bar, spoke on “Modification of a Cor- 
porate Trust Indenture in Absence of Ex- 
press Authority.” The address by W. S. 
Emms, trust officer of the Tracy Loan & 
Trust Company of Salt Lake City, on “Fu- 
ture Handling of Mortgages, Based on Expe- 
rience with Depressed Real Estate Values’ 
was provocative of much interest as offering 


interesting suggestions for proper selections 
and supervising of mortgages. In an open 
forum, conducted by A. L. Lathrop, vice- 
president of the Union Bank & Trust Com- 
pany, Los Angeles, on “‘A Code for Corporate 
Trustees” brought forth many points of in- 
terest for further consideration in the draft- 
ing of uniform provisions. 

“Trust Investments and Policies’’—the per- 
ennial problem, but one of unusual signifi- 
cance today—was ably treated by Arthur H. 
Evans, vice-president of the Continental IIli- 
nois National Bank & Trust Company, Chi- 
cago. The address of Blaine B. Coles, vice- 
president of the Security Savings & Trust 
Company, Portland, served forcibly to call 
attention to essentials in “State Supervision 
and Periodic Audits of Municipal Finances” 
and recommended uniform accounting prac- 
tices in political subdivisions. ‘The Federal 
Securities Act” was discussed by Alfred V. 
Godsave, vice-president and trust officer of 
the Pacific National Bank, Seattle, with spe- 
cial reference to its effects on trust opera- 
tions. 


At the concluding session the “Uniform 
Principal and Income Act” was constructive- 
ly discussed by Albert L. Grutze, vice-presi- 
dent and trust officer of the Title & Trust 
Company, Portland. John Boden, assistant 
cashier of the Wells Fargo Bank & Trust 
Company, San Francisco, made many highly 
profitable suggestions as to “Advantages Re- 
sulting from Review and Study of Trust 
Operations.” 

An open forum, with L. H. Roseberry as 
chairman, produced spirited discussion on 
the investing of trust funds. 


COLUMBIA RIVER DEVELOPMENT 

The Public Works Administration at Wash- 
ington, D. C., has approved an allotment of 
$20,000,000 for construction of a dam and 
hydro-electric plant at Bonneville, Ore., on 
the Columbia River. Allotment had previ- 
ously been made of $63,000,000 for a dam at 
Grand Coulee, Wash. It is estimated that 
the present Bonneville project will provide 
work for 17,000 men. 
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INTERESTING FIDUCIARY REPORTS FROM AUSTRALIA 


the progressive fidu- 
ciary methods of advertising in Australia 
are shown in the fifty-fifth (1933) annual 
report of the Trustees Executors and Agency 
Company, Limited, of Melbourne. This re- 
port is unique, when viewed in the light of 
the usual form of trust company report used 
in the United States, as a combination of 
the balance sheet, with customary certifica- 
tion by directors and auditors, and an out- 
line of the services the company is empow- 
ered to render, together with a statement of 
the fees charged for fiduciary services. That 
part of the report relating to the scope of 
fiduciary activities is given below. 


Under this symbol 


Scope and Powers of the Company 
The company is specially incorporated and 
empowered by Acts of Parliament, to act in 
the following capacities: 


Executor and trustee under wills, alone or 
jointly (when one of two or more executors 
named in a will does not wish to act he can 
appoint the company in his place to act with 
the others); administrator in intestate es- 
tates under authority of wife, husband, nect 
of kin or a creditor (by appointing the com- 
pany to apply for letters of administration, 
the expense and trouble of obtaining sureties 
are avoided) ; administrator with the will 
annexed in cases where the executors named 
do not desire to act; trustee under marriage 
and other settlements; trustee in cases of 
settlement of property for the benefit of 
women and children; trustee in the place of 
individual trustees who desire to be relieved 
of their responsibilities ; temporary executor, 
administrator, or trustee during the absence 
of the original executor, administrator or 
trustee; receiver and committee of estates in 
lunacy, etc.; guardian of infant children; 
agent for absentees and others for collection 


of income, investment of funds, management 
or realization of estates; to undertake any 
business of a fiduciary nature. 

The report also contains this enquiry and 
answer: If a friend asks you to act as his 
executor it will be well for you to consider: 
(a) Hawe you sufficient time at your dis- 
posal to carry out the complicated and respon- 
sible duties, apart from that required by 
your own business? (b) Have you sufficient 
knowledge and experience to enable you to 
deal efficiently with the many complewities 
that arise in the realization of his estate and 
the distribution of the proceeds among the 
beneficiaries? (c)Are you going to live to 
complete your duties? This would apply with 
equal force should you appoint a friend as 
executor of your estate. On the other hand, 
the Trustees Executors and Agency Company, 
Limited, has the time, knowledge and experi- 
ence, and is so organized that each and every 
estate receives the sympathetic personal at- 
tention of responsible officers specially dele- 
gated to deal with its affairs. 


Scale of Charges 


Executor, administrator, or trustee under 
will, receiver guardian, or committee of es- 
tate on principal: 2% per cent on the gross 
capital of the estate up to £50,000; 114 per 
cent on the amount from £50,000 to £100,000; 
1 per cent on the amount over £100,000; (this 
charge is only made once, no matter how long 
the estate is under administration). On in- 
come: 2% per cent on all income received, 
other than rents; 6 per cent on gross rents 
where collected direct by the company, ea- 
cept on large quarterly or monthly payments, 
in which case 2% per cent only is charged. 
The commission on both corpus and income 
on an estate under £50,000, invested at 5 per 
cent and remaining in the company’s hands 
for twenty years, equals five shillings per 
cent per annum on the capital sum. Agent 
under power of attorney, or otherwise: Two 
and one-half per cent on receipts other than 
rents; 5 per cent on gross rents where col- 
lected direct by the company, except on large 
quarterly or monthly payments, in which case 
2% per cent only is charged. Minimum 
charge, 5 pounds, 5 shillings per annum. 


STABLE DOLLAR 
A stable dollar is one that’s been locked 
after the loss has been taken—New York 
Sun. 
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SOUTH DAKOTA AUTHORIZES BRANCH 
BANKING 

South Dakota is the fifteenth state in which 
statewide branch banking is now authorized. 
The new law permits establishment of 
branches anywhere within the state at the 
sole discretion of the State Banking Commis- 
sion, under such rules as it may prescribe. 
To avail itself of the provisions of the Act, 
a bank must have not less than $100,000 of 
paid-in and unimpaired capital stock, and 
such capital must not be less than would be 
required for the establishment of an equal 
number of independent banks in the locations 
where the bank is to have its branches. 

Branch banks may be established by the 
consolidation with or purchase of the assets 
of an existing bank, but the existing banks 
are protected by provisions that a branch can 
only be established in towns of less than 
3,000 population upon the consolidation of all 
the existing banks therein, and in towns of 
less than 15,000 where there are two or more 
banks, state or nationally chartered, by the 
purchasing of or consolidating with one of 
them. The same privileges are extended to 
national banking associations. A further 
provision of the Act excludes banks and 
branches and their officers and employees 
from acting as agents of life insurance com- 


panies or holding stock in such companies. 
The act becomes effective on November 3rd. 


IDAHO’S BRANCH SYSTEM 

E. G. Bennett, executive vice-president 
and general manager of the First Security 
system of banks, has announced that the 
units of the organization are to be changed 
over to branches as soon as the necessary 
steps can be taken. It was indicated the new 
branches will be formed under the state rath- 
er than the federal law to save time in get- 
ting the system under way. The new central 
bank, which will have its headquarters in 
Boise, will have assets considerably in ex- 
cess of ten million dollars. 

The sixteen Idaho banks included in the 
proposed central bank are Anderson Broth- 
ers of Idaho Falls; First Security of Boise, 
Pocatello, Emmett, Blackfoot, Ashton, Mont- 
pelier, Payette, Rupert, Gooding, Hailey, 
Nampa, Shoshone, Preston and Mountain 
Home. The creation of a central bank with 
branches, according to Mr. Bennett, makes 
it possible to serve various small Idaho com- 
munities now without banking facilities. The 
Security system also owns banks in Wyom- 
ing and Utah. 


“ONE OF AMERICA’S 
70 LARGEST BANKS” 


Trust Department 


In a commanding posi- 
tion to handle corporate 
and personal fiduciary 
service in the Northwest. 
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United States 
National Bank. 


Portland,Oregon 








COLORADO BANK SELLS $1,500,000 OF 
PREFERRED STOCK TO R. F. C. 

The Colorado National Bank of Denver has 
sold $1,500,000 of preferred stock to the Re- 
construction Finance Corporation. In mak- 
ing the announcement the bank said that the 
step has been taken in accordance with the 
strongly expressed views of the Administra- 
tion in Washington that banks should pre- 
pare for increased business under the recov- 
ery program and that they should fit them- 
selves to meet the provisions of the Banking 
Act of 1933 and its deposit guarantee provi- 
sions, 

The new stock issue raises the bank’s capi- 
tal to $2,500,000. As of June 30th last the 
bank’s statement showed capital of $1,000,- 
000; surplus, $1,000,000; undivided profits of 
$208,904; and deposits of $32,207,786. On 
the same date cash and United States securi- 
ties amounted to $21,000,000. 


Fred L. Dunn has been elected to succeed 
A. E. Bradshaw, who resigned as executive 
vice-president of the First National Bank & 
Trust Company, at Tulsa, Okla. J. P. Byrd 
was promoted to vice-president of the trust 
company; E. W. Pollock to vice-president 
and comptroller; E. M. Carter to assistant 
vice-president. 
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PIONEER TEXT ON TRUST NEW BUSINESS 

“New Business for the Trust Department” 
is the title of a new book written by Theo- 
dore Tefft Weldon, former advertising mana- 
ger of the Northern Trust Company of Chi- 
cago, published by Bankers Publishing Com- 
pany, Cambridge, Mass., 1933, 480 pages: $5. 

This comprehensive treatment of the en- 
tire field of trust solicitation by one who has 
had many years of practical experience in 
trust advertising and new business work 
brings to bear a thorough knowledge of es- 
tate planning. As a practical treatise this 
is the first and only book devoted entirely to 
the administration, solicitation, merchandis- 
ing and advertising of new trust business de- 
velopment work. It gives in detail the lat- 
est and most effective methods in use today 
in the planning and carrying out of new 
business programs for trust departments. It 
explains the modern trend in trust promo- 
tion; survey of market for trust services; 
effect of economic cycle on trust sales; value 
of a given piece of trust business; profit pos- 
sibilities compared with other banking func. 
tions; method of training, managing and pay- 
ing salesmen. Prospect lists, follow-up sys- 
tems and sales reports; ethical questions re- 
garding investment practices, treatment of 


lawyers and insurance men in relation to sell- 
ing; internal problems affecting growth of 
trust sales are also covered. This valuable 
and timely book is of vital interest to all 
concerned with the securing of a satisfactory 
and mutually profitable type of new trust 
business. It will be a great aid in placing 
the practical ideal of many trust salesmen 
on a solid foundation. 


REPORTS BY BANK AFFILIATES 

The attorney-general of the United States 
has recently rendered an opinion to the ef- 
fect that the comptroller of the currency and 
the Federal Reserve Board will not re- 
quire affiliate reports where the affiliate re- 
lationship arises through a holding of stock 
by a bank merely as executor or in some 
other fiduciary or representative capacity 
subject to control by a court or by a bene- 
ficiary or principal. It is considered that 
the ownership or control in such instances is 
not the type of ownership or control con- 
templated by the Act, inasmuch as the bank 
does not have the incentive and opportuni- 
ties which might arise in the case of a hold- 
ing of the stock by the bank as its own 
property. 


J. Chadbourn Bolles, formerly of the North 
Carolina Bank & Trust Company of Greens- 
boro, has been elected assistant trust officer 
of the American Trust Company, Charlotte. 
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A TIMELY MESSAGE UPHOLDING THE FUNDA- 
MENTALS OF SOUND CREDIT EXTENSION 





Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 


FRANK C. McKINNEY 
Member of New York Bar and Author of ‘‘Trust Investments’’ 


[ LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT, 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


OFFERED FREE OF CHARGE AND INCLUDING REQUESTS FOR COMPLETE COPIES OF COURT DECISIONS. ] 


NEW CONDITIONS AS AFFECTING CONSTRUC- 
TION OF TESTATORS INTENT 
(Economic conditions must be consid- 
ered in interpreting trust instruments.) 


The Kentucky Court of Appeals in Zins- 
meister’s Trustee vs. Long has rendered an 
interesting decision in connection with the 
interpretation of a trust instrument in its 
application to those who were to benefit from 
the trust. 


Two years before his death Zinsmeister ex- 
ecuted a trust agreement which provided that 
the net income from his estate should be 
paid to him during his life time and that 
after his death the income should be allowed 
to accumulate <nd become a part of the 
principal of his estate unless his daughter 
should become a widow or her husband should 
by age or disability, become unable to fol- 
low his profession. If either of these events 
occurred the daughter was to receive the 
net income as long as she lived. After her 
death the estate was to go ultimately to her 
three daughters. 


Through no fault of his own the hus- 
band of the daughter, a doctor, was unable 
to earn sufficient to care for the family and 
at the same time educate the children. The 
condition was brought about by changed eco- 
nomic conditions and not because of age or 
disability of the doctor. If the court should 
follow the strict interpretation of the trust 
it could grant no relief under the circum- 
stances. Even if the husband had abandoned 
his wife and children, a strict interpretation 
of the agreement would require withholding 
any of the income from the wife or her chil- 
dren, The court declared that such strict 
construction was not justified for the reason 
that the trust agreement showed on its face 
that the donor intended to provide for his 


daughter and her three children whom he 
expressly named. It was clearly the in- 
tention of the donor to provide for an 
emergency and to see that the widow and 
children were properly cared for if the doc- 
tor was unable to provide for them as he 
had been doing. He did not intend the 
word “disability” to mean complete inability. 
In directing the trustee to pay over sufficient 
income to care for the family the court felt 
that it was merely carrying out the inten- 
tion of the creator of the trust. 


TRUSTS AND ACCUMULATION OF INCOME 

(Reversion of accumulated income to 
residuary estate upon death of benefici- 
ary of income.) 

A testator gave $6,000 to his trustees to 
accumulate the income during the minority 
of his grandson and to pay over the principal 
and accumulated income when the boy ar- 
rived at the age of twenty-one years. The 
will provided that in case of the death of 
the grandson before that age, the principal 
and income should revert to the residuary 
estate. The Surrogate decided that the ac- 
cumulated income should be paid to the ad- 
ministratrix of the deceased infant, relying 
upon Section 16 of the Personal Property 
Law and stating that all accumulated in- 
come belonged to the beneficiary of the trust 
and could not be willed away. The Appel- 
late Division stated that the rule applied by 
the Surrogate is a general rule, but that 
where a trust is established for the accumu- 
lation of income during the minority of the 
beneficiary, it is valid for the testator to pro- 
vide in his will that in the case of the death 
of the beneficiary the accumulated income 
may go elsewhere.~—Matter of Seligman, 89 
N. Y. Law Journal, 3729. 
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DETERMINATION OF CAPITAL AND INCOME BY 
TRUSTEES 
(The problem of trustees as to differ- 
entiation between capital and income for 
trusts.) 

The recent decision of the New York Court 
of Appeals in the Hstate of Hagen closes a 
long period of litigation and is instructive. 
Where corporations reorganize by reclassify- 
ing stock and where they also declare stock 
dividends the problems of trustees in deter- 
mining what shall be considered principal 
and what shall be considered income have 
been difficult, As a general rule stock divi- 
dends declared against surplus are held to be 
income. Reorganizations in which capital 
stock charges are made are likely to be con- 
sidered merely charges in the form of the 
principal of the estate. 

The important decision in the Hagen case 
(262, N. Y. 301) is valuable in that it fur- 
nishes a guide to trustees where similar sit- 
uations arise. Testator died on January 13, 
1917, leaving a will in which he gave his 
residuary estate to a trustee to pay the in- 
come therefrom to his wife for life, remain- 
der at her death to three grandchildren. The 
trustee set up the trust as of the date of the 
testator’s death. Part of the trust fund con- 


sisted of 814 preferred shares of the General 
Baking Company, of $100 par value, paying 


7 per cent, with a right of participation in 
any other dividends after payment of a like 
per cent on the common stock. By a resolu- 
tion of December 31, 1921, effective January 
1, 1922, a change was made in the capital 
structure of the company whereby the trustee 
exchanged the original 814 shares for 814 
shares of preferred stock of no par value, 
paying 8 per cent, and 814 shares of common 
stock of no nominal value. The new pre- 
ferred stock had no participating rights. The 
exchange of stock was described by the sec- 
retary of the company as a conversion of par 
value stock into no par value stock; the par 
value stock had participating rights which 
on January 1, 1922, were of value to the 
holder, and because of this feature the no 
par common stock was given in exchange, 
or, at least, this was part of the considera- 
tion. In December, 1922, a 200 per cent stock 
dividend was declared on the common stock 
and the trustees received 1,628 additional 
shares of common stock, The surplus jus- 
tifying this stock dividend had been earned 
since January 13, 1917, the date of the testa- 
tor’s death and the setting up of the trusts. 

The life beneficiary, relying on the rule of 
Matter of Osborne, 209 N. Y. 450, claimed 
that further expansion would be futile as 
come. The special guardian for the infant 
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remaindermen claimed that part of the 
shares should be allotted to the trust prin- 
cipal. He urged that the exchange of stock 
pursuant to the reorganization amounted to 
a material increase in the capital investment 
and was not in the nature of a stock divi- 
dend; that January 1, 1922 should be the 
date for valuing the trust fund and not Janu- 
ary 13, 1917 (the date of the testator’s 
death) and that therefore the balance be- 
tween $37,670.29 (value of the stock at the 
date of reorganization) and $53,771.37 (value 
of the entire trust holding of common stock 
as of date of stock dividend) should go to 
the life beneficiary out of the 200 per cent 
stock dividend, that is, 731 shares to the life 
beneficiary, 897 to the remaindermen. 

The Surrogate decided that the special 
guardian for the remaindermen was correct 
in his contention; that the 200 per cent stock 
dividend should be divided, 731 shares to 
the life beneficiary and 897 shares to the re- 
maindermen. After a reversal by the Ap- 
pellate Division, the Court of Appeals af- 
firmed the decision of the Surrogate. The 
court decided that the reorganization or re- 
adjustment of the corporate stock structure 
which took place in January, 1922, was not 
a stock dividend or intended as such, There 
was outstanding preferred stock of a nominal 
par value of $100 paying 7 per cent and with 
the valuable right to share equally in fur- 
ther dividends after 7 per cent had been 
paid on the common stock. The value of 
this right in 1917, at the date of the death 
of the testator, was not known. It did have 
potential value, which very likely raised the 
market value of the stock above its book 
value. No one could estimate the value, since 
value depended upon the future prospects 
of the company. When the capital structure 
of the company was changed, however, the 
value of this right was considered in seeking 
to induce stockholders to exchange their 
stock. This was not a dividend declaration 
but a substitution of one class of stock for 
another. Income does not include ascertain- 
able increase in the value of capital, nor 
profits on sale of corporate stock out of the 
corpus of the trust, nor value accruing to 
such stock by reason of subscription rights 
attaching to, or awarded it, or the proceeds 
of the sale of such rights. The value, there- 
fore, of the new shares of stock taken in 
exchange upon the reorganization of the 
company should be fixed as of the date when 
received, namely, January 1, 1922. This re- 
sults in allocating 897 shares of the stock 
dividend to the principal of the trust and 
731 shares to the life beneficiary. 
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COMPENSATION OF TRUSTEE 
(A corporate trustee which becomes 
insolvent is entitled to ratable compensa- 
tion for the period of service.) 

The ease of Powell’s Estate, recently de- 
cided by the Orphan’s Court of Montgomery 
County, Pennsylvania, is authority for the 
proposition that a corporate trustee which 
has been forced to relinquish its trust due to 
insolvency is entitled to ratable fees for the 
period of its service. 

The general rule is that commission or 
compensation upon the corpus of a trust es- 
tate is not allowable except when the trust 
is terminated and the fund is in the course 
of distribution. But there are some well- 
recognized exceptions to the rule. For ex- 
ample, when a trustee dies, his estate is en- 
titled to compensation commensurate with 
the services performed. The court decided 
that where a corporate trustee is compelled 
to surrender its trusteeships by reason of 
insolvency it is entitled to compensation for 
services rendered and for the proper propor- 
tion of commissions which it would have re- 
eeived had it administered the estate to the 
date of distribution. The duration of the 
trust is to be determined by adding the 
length of time the trust has been adminis- 
tered by the former trustee to the probable 
length of time it will run figured on the life 
expectancy of the beneficiaries according to 
the Carlisle Tables.—Powell’s Estate, 18 Dist. 
and Co. Rep, (Pa.) 551. 


DUTY OF TRUSTEE WHERE PRINCIPAL AND IN- 
COME ARE TO BE USED FOR SUPPORT OF 
BENEFICIARY 


(Payments to beneficiary must be 
made even if it is necessary to sell part 
of the trust estate at a loss.) 


In Matter of Taylor, decided by the Kings 
County Surrogate, 89 N. Y. Law Journal, 
3578, the decedent created a trust which pro- 
vided that the income and principal was to 
be primarily for the support of his father. 
The trustee was given discretion as to the 
amounts payable to the beneficiary. The trus- 
tees made no payments for some time claim- 
ing that there was no income and that a 
sale of the principal or any portion thereof 
would result in loss; that the guardian for 
i contingent infant remainderman objected 
and that the beneficiary still has some money 
of his own. 

The court decided that it was the obliga- 
tion of the trustees to make the payments 
contemplated in-the will, in amounts to be 
determined in their discretion, even if it was 
necessary to sell a portion of the principal 
ait a loss. 


Life Insurance 
Trusts 


A Handbook for the Draftsman 
By GUY B. HORTON 


Author of ‘‘Power of an Insured to Con- 
trol the Proceeds of His Policies,’’ 
and ‘‘Some Legal Aspects of 
Life Insurance Trusts’’ 


This book is a guide for all those who have 
to do with the preparation and acceptance of 
instruments creating life insurance trusts. It 
is the result of the author’s experience in 
arranging the insurance part of such trusts 
from the time they first became common. 
The discussion and the suggestions are con- 
cise and planned to be as practical and helpful 
as possible. Considerable space is devoted to 
a statement of such insurance principles and 
procedure as the trust draftsman should be 
familiar with. Simple forms are given and a 
bibliography is included for those who desire 
to study the legal problems. 67 pages. 


$1.50 postpaid 
Make check or draft payable to TRUST 
COMPANIES Publishing Association, 
Two Rector Street, New York 
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REVOCABLE TRUSTS AND ESTATE TAXES 
(Opinion by General Counsel of the 

Revenue Department. ) 

In May, 19238, decedent created a trust. 
The trust agreement was amended from time 
to time and finally it provided that the trust 
was irrevocable until January, 1930. The 
ereator of the trust died in 1929. The ad- 
ministrator of the estate contended that the 
value of the trust property should not be 
considered as a part of the gross estate and 
therefore not subject to the estate tax, be- 
eause after the creation of the trust the 
grantor received no benefit from the property 
and had no interest therein and the trust 
was irrevocable at the time of the death of 
the decedent. Upon request for an opinion 
as to whether the value of the trust property 
constituted a part of the deceased’s gross es- 
tate, General Counsel for the Department of 
Internal Revenue decided that where the 
creator of a trust at the time of death has 
power to “revoke, alter and amend” a trust 
agreement, even though the power could not 
be exercised until a later time, the value of 
the trust property is part of the gross estate. 


R. H. Angel has resigned as chairman of 
the board of the Colonial-American National 
Bank at Roanoke, Va., and is succeeded by 
W. W. Boxley. 
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CORPORATE FIDUCIARIES AND THE 

SECURITIES ACT 
(Continued from page 380) 
ing a senior security with a postponement of 
the maturity date, a waiver of a portion of 
interest payable, etc., where no new or dif- 
ferent rights were given in exchange for 
the waivers would not amount to the creation 
of a new security under the definition. It 
was also believed that surrender for stamp- 
ing in that manner and redelivery of the 
stamped security did not involve a sale, be- 
cause a “sale” is defined in the Act as an 
exchange “for value,” and in the case stated 
it was hard to see that anything of value had 
been given by the company. If either 
of these lines of thought were correct, Sec- 
tion 5 did not apply. The chief of the Secu- 
rities Division of the Federal Trade Com- 
mission has now ruled that, in his opinion, 
the stamping of a security in that manner 
does constitute a sale and issuance of a new 
security. 

Subdivision 3 of Section 4 exempts from 
the requirements of registration and from 
the provisions of Section 5 two special classes 
of transactions. The first class is “the issu- 
ance of a security of a person exchanged by 
it with its existing security holders exclu- 
sively where no commission or other re- 
muneration is paid or given directly or indi- 
rectly in connection with such exchange.” It 
will be noted that ‘the securities, the issuance 
of which are exempted, must be the securi- 
ties of the corporation itself. It follows, 
therefore, that certificates of deposit issued 
by a committee would not come within the 
exemption. Certificates of deposit issued by 
a depositary acting as agent not for a com- 
mittee but as agent for the company itself 
would, however, probably come within the 
exemption. 

The chief of the Securities Division of the 
Federal Trade Commission has given his 
opinion in writing that the words “commis- 
sion or other remuneration” do not apply to 
commissions or remuneration paid for ‘“effect- 
ing” the exchange as distinguished from com- 
missions or other remuneration paid for 
“promoting” the exchange. The best opinion 
seems to be that the fees received by a bank 
for services as depositary, transfer agent, 
registrar or paying agent are fees given for 
“effecting” the exchange and therefore come 
under the exemption. The question has been 
raised whether an exchange of one class of 
stock by a company which is within the 
terms of the section is not exempt be- 
cause simultaneously with such exchange 
there is an issuance of another class of se- 
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curities by the company under some other 
exemption or after registration. The diffi- 
culty is in the interpretation of the word 
“exclusively.”” Opinion seems to be that this 
term applies at most to a single class of se- 
curities and is not affected by what may be 
done with another class of securities. 

The second class of exempt transactions in 
this subdivision of Section 4 is ‘the issuance 
of securities to the existing security holders 
or other existing creditors of a corporation 
in the process of a bona fide reorganization 
of such corporation under the supervision of 
any court either in exchange for the securi- 
ties of such security holders or claims of 
such creditors or partly for cash and partly 
in exchange for the securities or claims of 
such security holders or creditors.” The first 
question is as to what type of legal proceed- 
ing constitutes supervision by a court, of ‘the 
plan of reorganization. Neither a_ bank- 
ruptey nor a foreclosure proceeding involves 
such supervision. It is not even strictly ac- 
curate to say that a court in an equity re- 
ceivership supervises a reorganization. The 
best opinion seems to be that securities is- 
sued in the process of reorganization under 
an equity receivership are exempt and that 
the issuance of securities in a bankruptcy 
or foreclosure proceeding are not exempt. 

The second question that arises is whether 
the phrase “under the supervision of any 
court” modifies the whole preceding phrase 
or whether it modifies only the phrase “bona 
fide reorganization.” A court of equity, for 
instance, does not supervise the issuance of 
certificates of deposit even though it may be 
said to supervise the reorganization in the 
process of which the certificates of deposit 
are issued. The best opinion seems to be 
that supervision of the reorganization by the 
court is sufficient and that the issuance of 
certificates of deposit by a protective com- 
mittee in the process of such a reorganiza- 
tion is exempt. 


Desirable Precautions to Be Observed 
It seems probable that a bank or trust 
company will be well advised to restrict its 
transactions in securities for its own account 


to governments and municipals which are 
exempt from the provisions of Section 12 and 
Section 5. The result of such a policy at this 
time is, of course, regrettable. Exemption 
from taxation of governments and munici- 
pals has been severely criticized and exemp- 
tion of these securities from the provisions 
of the Securities Act is subject to the same 
criticism, but this is the spirit of the times. 
Dealings in securities where the bank must 
act in a representative capacity as trustee or 
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executor will probably be restricted to sales 
of securities either in the over-the-counter 
market or on the floor of the Exchange 
where the seller need do no more than iden- 
tify the security and state the price. Cor- 
porate agency activities will probably con- 
tinue at an increased cost and, it is to be 
hoped, with an increase of fee charged to 
cover the extra risk involved. 

The scope of this article does not include a 
discussion of the bank’s functions in connec- 
tion with underwriting securities. Suffice 
it to say the liabilities under Section 11 are 
such that no bank responsible to its stock- 
holders and depositors could afford to en- 
gage in underwriting ventures even while 
permitted under the Glass-Steagall Bank 
Act. At this time, confronted with a 
mass of new legislation, there is a tendency 
to give way to excessive caution, which feel- 
ing is shared by the writer. With the pass- 
age of time we may all regard the Securities 
Act in a somewhat calmer light and it may 
well be that court decisions will, in the near 
future, do much to dispel our worries. 
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ONE HUNDREDTH ANNIVERSARY OF THE 
NATIONAL PROVINCIAL BANK, LTD. 
Considering the age of the profession of 

banking in England it may be surprising to 

some to realize that many banks in this 
country were founded prior to the charter 
of their present English contemporaries, the 
big five English Joint Stock banks. This was 
due to the jealous hold which the Bank of 

England maintained upon the privilege of 

joint stock banking in the area surrounding 

London where, with the private banking 

firms, it had monopolized the field until the 

19th Century. 


One of the big English banks, the National 
Provincial Bank, Ltd., is celebrating this year 
the one-hundredth anniversary of its charter 
in 1883 by granting to all the members of 
its staff a three day holiday. The bank em- 
ploys between 7,000 and 8,000 people and 
the holidays will be granted in rotation as 
the exigencies of work permit, so that no 
offices will be closed nor any dislocation of 
day to day routine be occasioned. 

The bank was originally established in 
1833 under the title of the National Provin- 
cial Bank of England. It became a limited 
company in 1880. In 1918 when it absorbed 
the Union of London and Smiths Bank, the 
title was changed to the National Provincial 
and Union Bank of England, and in 1924 to 
the present style. The bank holds all the 

apital of the private banking firms of Coutts 
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& Company and Grindlay & Company, half 
of the capital of Lloyds and National Pro- 
vincial Foreign Bank, and has large hold- 
ings in the Bank of British West Africa, and 
the Yorkshire Penny Bank. It maintains 
1,371 branches and agencies. 


AETNA LIFE CHANGES UNDERWRITING 
PLAN 


A far-reaching change in the underwrit- 
ing policy of the Aetna Life Insurance Com- 
pany became effective on October first. ‘The 
life insurance company proposes that over a 
period of time, the insurance business other 
than life insurance shall be diverted to the 
other members of the group so that ulti- 
mately over a period of time the company 
will be underwriting life risks only. The 
program will be placed in operation progres- 
sively in various sections of the country, and 
is now in effect west of the Mississippi. 

It is believed that this will be a more 
satisfactory manner of conducting the vari- 
ous lines and concentrates business of a spe- 
cial nature in the company so constituted that 
the benefit of the experience of its experts 
will be secured. It should be profitable to 
policy holders and stockholders alike. 
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NEW MAINE BANK OPENS FOR BUSINESS 


The Depositors’ Trust Company, with its 
head office at Augusta, and branches in Hal- 
lowell, Wiscasset, Bootbay Harbor, Winthrop, 


Oakland, Fairfield, Madison and Richmond, 
opened for business October 9th. The new 
bank has an authorized capital of $750,- 


000 and a paid in capital and surplus of more 
than $800,000 subscribed by over 2000 stock- 
holders. -It provides a solution of the bank- 
ing situation which has throttled business ac- 
tivity through the Kennebec Valley, by re- 
placing the closed Augusta Trust Company 
and State Trust Company with a. new institu- 


RUSSELL B. SPEAR 


Vice-president and Trust Officer, Depositors Trust Co., 
Augusta, Maine 





tion. Application has been made to become 
a member of the Federal Reserve System. 

William R. Pattangall, chief justice of the 
Maine Supreme Judicial Court, is president 
of the new bank; and Mayor Robert A. Cony 
of Augusta, vice-president. Russell B. Spear 
is treasurer and manager, bringing to the 
Depositors’ Trust Company his many years 
of experience in the banking and _ invest- 
ment business in Boston, Mr. Spear formerly 
was connected with the Federal Reserve Bank 
of Boston and more recently has been assistant 
vice-president of the First National Bank 
of Boston, from which position he resigned 
to take up his duties as treasurer of the 
new bank in Augusta. He succeeds in this 
office to Herbert E. Wardsworth of Winthrop, 
Maine, who had been elected temporary treas- 
urer in the organization meeting. The elec- 
tion of these men at a recent meeting of the 
board completes the officer personnel. 

The fourteen directors now serving on the 
board of the Depositors’ Trust Company and 
representatives of the Kennebec Valley terri- 
tory which is served by the new bank, were 
chosen at the stockholders’ meeting held on 
September 23rd. Directors were elected as 
follows: William R. Pattangall, Robert A. 
Cony, Frank J. Ham, Omer Patnaude and 
Thomas C. Ingraham, all of Augusta; Geo. 
A. Gregory, Boothbay Harbor; Bernard 
Gibbs, Madison; F, B. Haggett, Wiscasset ; 
Horace Greeley, Oakland; Ansel L. Brann, 
Winthrop; and Henry P. Clearwater, Hallo- 
well. cbse seni 

Harold J. Taylor, counsel for the Insurance 
Department of the State of Massachusetts 
for the past twelve years, has been appointed 
associate counsel for the John Hancock Mu- 
tual Life Insurance Company of Boston. Mr. 
Taylor will succeed the late Francis B. Pat- 
ten, who served for forty years in that po- 
sition. 
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PLANS FOR REOPENING CLOSED BANKS 

The differences between the _ so-called 
“waiver plan” and the “Spokane plan” for the 
reorganization of closed banks were recently 
outlined by J. F. T. O’Connor, Comptroller 
of the Currency, as follows, in a statement 
to a New York evening newspaper : 

“The difference between the ‘waiver plan’ 
and the ‘Spokane plan’ is not a matter of 
advantage of one over the other, but of 
adaptability of the one plan or the other to 
the situation presented in the particular 
case. In some instances the waiver plan is 
considered preferable and in others the Spo- 
kane plan is considered preferable. 

“The Spokane plan is ordinarily used when 
the condition of the bank is such that re- 
organization is not feasible, in which event 
acceptable assets are sold either to an ex- 
isting bank or to one organized for the pur- 
pose of taking over such assets. The de- 
positors are paid a dividend representing the 
proceeds from the purchase price of the as- 
sets so sold; and the balance of the assets 
are retained by the conservator or receiver 
for subsequent liquidation, with resulting 
future dividends from the proceeds of such 
liquidation and from the proceeds of such 
stock assessment as may be levied. 

“The waiver plan is ordinarily utilized 
where the condition of the bank is such that 
it can be rehabilitated or reorganized, either 
under its own charter or under a new charter 
taken out for that purpose. The waiver plan 
restores the bank to solvency, and conse- 
quently there is no basis for an assessment 
on the ground of insolvency. While it is 
true that under the waiver plan the stock- 
holders are relieved of an assessment, never- 
theless the execution of such waivers is en- 
tirely voluntary on the part of the depositors 
and creditors, and, under Section 207 of the 
Emergency Banking Act of March 9, 1933, a 
Waiver plan cannot become effective until 
at least 75 per cent of the depositors and 
creditors have expressly indicated their de- 
sire to adopt the plan, 

“Notwithstanding the fact that the re- 
quired percentage of depositors and creditors 
may have executed waivers, it has been the 
general policy of this office not to approve 
such plans unless the stockholders have 
made substantial voluntary contributions to 
the assets of the bank equal to the amount 
estimated to be recovered from them in the 
event of an assessment, or unless it be found 
that the recovery from assessment would be 
so negligible, by reason of the financial con- 
dition of the shareholders, that it would not 
constitute a substantial factor for considera- 
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tion. Frequently the lack of assessment is 
compensated for by the subscription of the 
old stockholders to capital for a new bank 
to take over the affairs of the old bank, it 
appearing in many such instances that the 
stockholders are not capable both of paying 
the capital for a new bank and of paying 
an assessment in the old bank, in which 
event the organization of a new bank may 
appear to be of relatively greater importance 
by reason of the lack of banking facilities 
in the community, and also because of the 
fact that the organization of a new bank 
with new capital may make possible the im- 
mediate release of dividends to the deposi- 
tors and creditors of the old bank incident 
to the purchase of the assets of the old bank 
by the new bank.” 
Unrestricted funds received 
ing and following the moratorium amount 
to $31,151,000 in the 376 unlicensed na- 
tional banks whose reorganization plans 
have received approval of the Comptroller of 
the Currency. These banks have frozen de- 
posits on their books, exclusive of the $31,- 
151,000, amounting to $398,735,000. It is es- 
timated that upon reopening of these banks 
in coming months an average of 50 per cent 
of the frozen deposits will be made available. 


as trust dur- 


J. F. T. O'Connor, Comptroller of the Cur- 
rency, has announced that at the end of Sep- 
tember of all the national banks in the coun- 
try which did not reopen after the mora- 
torium, 46.2 per cent have been licensed to 
reopen, have been rechartered or were in 
liquidation. Of the remainder almost one- 
half had received plans for reorganization, 
and only 3.5 per cent had no plans at all. 
In the 778 unlicensed national banks Mr. 
O’Connor estimated deposits of $671,000,000 
were frozen and $51,668,000 unrestricted. 
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COLONIAL STYLE OFFICE OF THE BANK on the second floor. 


OF THE MANHATTAN CO 


Along this section of Madison avenue, the 


The new office of the Bank of the Man- Bank of New York & Trust Company, the 


hattan Company, which was opened 


at 64th Fulton Trust Company and the Fifth Ave- 


street and Madison avenue on September nue Bank also maintain branch office build- 
26th, is a beautiful example of post-colonial ings which are colonial in style. 


architecture. The facade of the 
building is copied from the old Mor- 
ris House in Philadelphia, which 
was built at about the time when 
the Manhattan Company received its 
charter (1799). 

The interior of the building is 
decorated and furnished in colonia! 
style and some of the rooms are 
copied from eighteenth century 
houses. One of the conference 
rooms is reproduced from the cele 
brated Dauntless Club of Essex, 
Connecticut, with its historic fire- 
place, and the originals of much of 
the furnishings of the building may 
be found in the Museum of the City 
of New York. 

An unusual feature of the bank- 
ing arrangements is the experiment 
of having reception tellers rather 
than the usual form of bank count- 
ers. The clerical work is conducted 


UPTOWN BRANCH OFFICE RECENTLY OPENED BY THE BANK 
OF THE MANHATTAN COMPANY IN NEW YORK CITY 
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New York 


CLEARING HOUSE BANKS SET PRECE- 
DENT IN ACCEPTING GOVERNMENT 
LOANS 
At the New York Clearing House, which 
this month held its eightieth annual meeting, 
another historic decision to furnish financial 
leadership for the nation was made on Octo- 
ber 19th. The Federal Government, con- 
fronted with the necessity of furnishing, 
through the Reconstruction Finance Corpora- 
tion, hundreds of millions of dollars to 
strengthen impaired capital structures of 
many banks throughout the country in order 
that they might qualify as sound risks for 
the Federal Deposit Insurance Corporation, 
met with an impasse. The reluctance of 
such banks to incur liability to the Recon- 
struction Finance Corporation was due to the 
disastrous results which attended such bor- 
rowing and accompanying publicity before 

the bank holiday of last March. 

In this emergency President Roosévelt ap- 
pealed to the New York banks and those of 
other large cities to set an example by in- 
creasing their capital, even though they need- 
ed no additional funds, and to sell preferred 
stock or capital notes to the Reconstruction 
Finance Corporation, on the principle that 
where the big banks assumed the lead the 
smaller ones would no longer fear to follow. 
The President’s views were communicated to 
the banks by Jesse H. Jones, chairman of the 
R. F. C. Subsequently three New York bank- 
ers, Percy H. Johnston, president of the 
Chemical Bank & Trust Company and chair- 
man of the Clearing House Committee, Wil- 
liam C. Potter, president of the Guaranty 
Trust Company, and James H. Perkins, chair- 
man of the National City Bank, visited the 
President at Washington. They communi- 
cated Mr. Roosevelt’s suggestions to the 
Clearing House banks who have agreed to 
carry out the proposals of the Administra- 
tion. 


Mr. Johnston, in announcing the decision, 
estimated that all the New York banks would 
issue an aggregate of roughly $200,000,000 of 
capital notes or preferred stock,.or 20 per 
cent of what would be issued by the banks 
of the entire country. Each bank is to de- 
cide what kind of capital to issue and how 
much ; most of it would be sold to the Recon- 
struction Finance Corporation and none is 
to be retired until after July 1, 1934, when 
the permanent deposit insurance provisions 
of the bank act take effect. Mr. Johnston 
estimated that the participation in the 
scheme would cost the New York banks 
$1,500,000, since they would pay 4 per cent 
for the money and would probably employ it 
in United States Government securities at 
little better than 3 per cent. He expressed 
the opinion that this contribution towards 
strengthening the capital structure of the 
nation’s banks might provide assurance of 
less risk under deposit insurance, the losses 
of which would be assessed upon all banks. 

The Clearing House adopted the follow- 
ing resolution on the capital note plan: “The 
President of the United States has publicly 
stated his belief that the banks of the nation 
should strengthen their capital structure. We 
believe the President’s objective is construc- 
tive and sound and that bankers generally 
should support the plan to strengthen the 
capital of the banks of the nation. Therefore, 
be it resolved: That the New York Clearing 
House Association support the President in 
his program and recommend to its members 
their co-operation in carrying out his sug- 
gestion.” 


The downward trend in the number of sav- 
ings bank accounts in New York State which 
had persisted through August of this year, 


was reversed in September. In that month 
more than 56,000 new accounts were opened, 
most of them of small size representing re- 
employed workers who were starting imme- 
diately to save. 
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THE “PLAN” WHICH SAVED NEW 
YORK CITY’S CREDIT 
What is regarded as a permanent solution 
of the financial problems of the City of New 


York was evolved in all-day conferences 
at the home of Governor Herbert H. Leh- 
man on September 27th, the Governor serv- 
ing both as mediator and actor in the dra- 
ma of saving the credit of the greatest and 
richest city in the world. The conference 
was attended by the Mayor, the Comptroller 
and other city officials and by the senior of- 
ficers of the more important banks, trust 
companies and private bankers. 

At the meeting a “memorandum of steps 
proposed to be taken by the city of New 
York in connection with its financial re- 
quirements” was prepared. This plan was 
then submitted to a meeting of commercial, 
private and savings bankers and insurance 
companies at the New York Clearing House; 
on the same afternoon the city formally 
adopted it. The next day the bankers met 
at the Clearing House and ratified the plan. 
Governor Lehman called a special session of 
the State Legislature which has given legal 
effect to such features as required legislation. 

The tax program which the city had pre- 
viously proposed and partially adopted, as 
outlined in the September number of Trust 
COMPANIES, was abandoned with the excep- 
tion of the tax upon taxicab fares and upon 
public utilities. Under the new plan the 
city agrees to impound in special accounts 
in the banks taxes in arrears, mostly on real 
estate, such impounded taxes to be used only 
to pay tax anticipation notes. Such taxes in 
arrears at the end of September amounted 
to more than $180,000,000. The important 
feature of this arrangement is that it gives 
the banks, which hold the bulk of the notes, 
a large measure of control over revenues 
as collected, which are pledged and hence- 
forth by state law can be used only to liqui- 
date such borrowings. In other words the re- 
putation of the tax anticipation notes, which 
had been impaired, is to a large degree re- 
stored. Future borrowings will be secured 
by similarly impounding future taxes. 

Against these delinquent taxes the city is 
required to set up a special reserve in bud- 
getary years 1935-37 inclusive amounting to 
$25,000,000 the first year and not to exceed 
$50,000,000 annually in = succeeding years. 
This charge against the budget must be met 
through additional miscellaneous taxes or 
through economies, but no attempt has been 
made by the bankers to specify what course 
the city shall take. Any surplus in such re- 
serves in any year may be used only for debt 
retirement. During the four years in which 
this plan is in effect it is agreed there shall 
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be no increase in real estate taxation, except 
to cover improvements and for increases in 
debt services. 

Until December 31, 1933, delinquent tax- 
payers will be charged only 6 per cent in- 
stead of the present rate of 7 per cent in- 
terest per annum to encourage payment of 
back taxes; from January 1, 1934, the pen- 
alty will be 10 per cent to facilitate collec- 
tion. 

Tax payment dates are moved one month 
ahead (to April and October) to reduce in- 
terest charges and volume of bank borrow- 
ings. 

The relief problem is segregated from the 
strictly financial problem. The city will 
authorize the issue of $70,000,000 serial one 
to ten year bonds; savings banks and in- 
surance companies agree to bid par for $35,- 
000,000 of these bonds; the commercial banks 
will take $25,000,000 to fund loans they 
have already advanced for this purpose; and 
other financial interests will bid par for 
the remaining $10,000,000. 

For the September payrolls the commer- 
cial banks agreed to lend $18,000,000 at once. 
They did so. They have agreed to lend $36,- 
000,000 more in October and November, an 
aggregate of $54,000,000. They also will re- 
fund into three year obligations $130,000,000 
notes they own, together with the $54,000,000 
advanced up to December, the total to be 
refunded not to exceed $200,000,000. On 
these borrowings to be refunded interest will 
be reduced at time of refunding to not less 
than 4 per cent nor more than 4% per cent. 
The city is now paying 5% to 5% per cent. 
The revolving fund principle will be con- 
tinued but future advances will be secured 
by specifically impounded taxes. 

The New York City plan is hailed as con- 
taining many suggestive ideas useful to mu- 
nicipalities throughout the United States 
which in varying degrees are seriously in- 
volved with their banks, with their credit- 
ors and with their taxpayers, although of 
course on a smaller scale than is the city 
of New York. The grand total of short 
term debt covered by the New York plan 
is $330,621,000, exclusive of the $54,000,000 
new money put up by the commercial banks 
and the issue of special relief bonds. Of the 
$330,621,000 total short term debt $227,121,- 
000 was due before the end of December 
to banks and to the public. The remaining 
$93,500,000 is held by the city in its sinking 
funds. The whole scheme was prepared un- 
der pressure of a severe emergency and the 
city’s credit problem was solved in a way 
which cannot be disturbed by the outcome 
of the most critical municipal election in 
many years. 
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THE STOCK EXCHANGE BANK RUMOR 

During the current month widespread re- 
ports were circulated that the New York 
Stock Exchange was to establish a Stock 
Exchange bank, in which brokers would keep 
sufficient deposits to cover margins on secur- 
ities which would be cleared through such 
an institution, thereby affording further per- 
fection of the mechanism of stock and bond 
clearing in New York. Any plans which 
the Stock Exchange may have for a special- 
ized bank for the service of brokers will not 
mature for a long period of time. The late 
S. F. Streit, head of the Stock Clearing Cor- 
poration, had certain plans and studies for 
earrying further the perfection of Stock Ex- 
change machinery to the improving of which 
he contributed in large measure, and many 
of which were based upon methods employed 
in Berlin. It may be months or years be- 
fore the Stock Exchange establishes a spe- 
cialized banking organization on the German 
model, and even if such an entity is brought 
into being it would be designed to supple- 
ment existing machinery rather than to fur- 
nish fresh competition with existing banks 
which do a large Stock Exchange business. 


HENRY BRUERE “LOANED” TO THE 
GOVERNMENT 

Henry Bruere, president of the Bowery 
Savings Bank, has been “loaned” by that 
bank to the government as a coordinator of 
credit agencies, without title or specific du- 
ties, and has taken up headquarters in Wash- 
ington. Dispatches declare that the Presi- 
dent had found it physically impossible to 
keep in constant touch with all credit agen- 
cies concerned with banks, such as the Re- 
construction Finance Corporation, and agen- 
cies extending credit on home and farm mort- 
gages, and that Mr. Bruere has agreed to 
serve as liaison officer, conferring as often 
as need be with officials of the lending agen- 
cies and keeping the President informed of 
their activities. 


ALBERT I. TABOR, Secretary 
ALFRED W. ABRAMS, Assistant Secretary 
EUGENE L. VAN WART, Assistant Secretary 


NEW YORK STATE FINANCES 

The Comptroller of the State of New York, 
Morris 8. Tremaine, has issued a statement 
as of October 1st designed to give a complete 
picture of the state’s financial condition as 
a background for the offering of $29,500,000 
of New York State bonds. The Comptroller 
notes that revenues are continuing at least. 
to equal and in some instances to exceed the 
budgetary estimates. His statement shows 
estimated collections of revenue for the last 
nine months of the fiscal year at $288,128,000 
and general fund cash on hand of $15,646,000, 
or total resources of $3803,774,000, against 
which all liabilities are estimated at $300,- 
587,000 for the same period. Mr. Tremaine’s 
circular contains a schedule of bond redemp- 
tions for each of the next ten years totaling 
$125,645,000 by 1942 and states categorically 
that “the State of New York has never de- 
layed in payment of principal and interest on 
its obligations.” 


BANK OF NEW YORK AND TRUST COM- 

PANY HAS PROFITABLE QUARTER 

The report of condition of the Bank of 
New York & Trust Company disclosed that 
operations for the three months ended Sep- 
tember 30, 1933, had increased its surplus and 
undivided profits from $9,413,500 on June 
30th to $9,594,967, at the same time adding 
$247,629, to its reserve account which stood 
at the end of September at $4,272,577. Gross 
deposits were $118,127,663 against which the 
bank held cash and exchanges of $27,301,- 
000, United States Government bonds of $41,- 
876,000 and loans and discounts of $39,343,- 
000. Total assets were $143,782,000. 


Thomas R. Dwyer, former executive vice- 
president of the First National Bank & Trust 
Company of Rochester has been elected presi- 
dent of that bank, succeeding Dr. Meyer 
Jacobstein, who resigned to become publisher 
of the Rochester Hearst paper. 
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MORTGAGE FORECLOSURES IN 
NEW YORK 

At the recent extraordinary session of the 
Legislature the State of New York joined 
other states in passing laws which will pro- 
tect mortgagors against unjust foreclosures. 
The law decrees that a serious public emer- 
gency exists and therefore provides for the 
suspension of mortgage foreclosures until 
July 1, 1934. It should be noted that only 
foreclosures for principal are suspended. 
This means that if the mortgagor defaults 
in the payment of taxes or interest the mort- 
gagee is entitled to foreclosure proceedings. 
The Act also provides against actions on 
mortgage bonds for default in payment of 
principal until 1984. No action shall be 
maintained during the emergency upon any 
guarantee of payment of any share or part 
of any bond or mortgage or group of bonds 
represented by certificates. However, a mort- 
gagee is entitled to file notice of application 
to any court in which a foreclosure action 
may be brought and if upon such application 
it shall appear that the property during the 
six months prior period shall have produced 
a surplus over and above the taxes, interest 
and carrying charges, then the court may 
make an order directing the payment of such 








surplus to the mortgagee to apply towards 
the reduction of any past due principal. If 
there is a default in making such payment 
ordered by the court the mortgagee may pro- 
ceed to foreclose in the regular manner. 

The Act also provides that no deficiency 
judgment shall be granted until the fair and 
reasonable mortgage value of the mortgaged 
premises has been fixed and that any such 
deficiency judgment shall be for an amount 
equal to the amount of the debt less the 
mortgage value as determined by the court or 
the sale price of the property. 

If the Supreme Court of the United States 
decides that the Act of Minnesota in suspend- 
ing foreclosures is constitutional, it is likely 
that the New York law will be held to be 
constitutional. ‘The Minnesota case is the 
first of its kind to reach the Supreme Court. 





The Comptroller of the Currency, J. F. T. 
O’Connor, has appointed Frederick V. Goess, 
vice-president of the Manufacturers Trust 
Company, New York, as receiver for the Har- 
riman National Bank & Trust Company, which 
failed to open after the bank moratorium. 

Mr. Goess has been in charge of the bank 
liquidation department of the Manufacturers 
Trust Company. 
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ELECTIONS TO COMMITTEE OF THE 
NEW YORK CLEARING HOUSE 
ASSOCIATION 

The New York Clearing House Association 
has elected Percy H. Johnston, president of 
the Chemical Bank & Trust Company, as 
chairman of the Clearing House Committee. 
He succeeds George W. Davison, chairman 
of the Central Hanover Bank & Trust Com- 
pany, who had held the office in accordance 
with Clearing House custom for the past 
two years. The other members of the com- 
mittee are William C. Potter, president of 
the Guaranty Trust Company; Albert A. Til- 
ney, chairman of the board of the Bankers 
Trust Company; F. Abbot Goodhue, president 
of the Bank of the Manhattan Company; 
and Winthrop W. Aldrich, chairman ani 
president of the Chase National Bank. 

Clearings for the year ended September 30, 
1933, were the lowest for many years. The 
daily average was $510,138,027 and the year’s 
total $154,571,822,373. These figures compare 
with $583,244,393 and $177,306,295,651, re- 
spectively, for the year ending September 30. 
1932. 


THE GUARANTY TRUST COMPANY OF 
NEW YORK 

The September 30, 1933, statement of the 
Guaranty Trust Company shows total de- 
posits of $1,031,012,000 and total assets of 
$1,399,406,000. The bank holds cash and ex- 
changes of $188,929,000 and United States 
Government securities of $435,240,000. Loans 
and discounts are $539,174,000 and capital 
funds total $267,964,000. 


SEPTEMBER STATEMENT OF 
BROOKLYN TRUST CO. 

The Brooklyn Trust Company has issued 

a statement of condition as of September 30, 
1933, which shows deposits of $93,621,000 
against which it holds total assets of $119,- 
401,000. Of these $8,072,000 are invested in 
United States Government securities and 
22,081,000 is in cash and due from banks. 
Loans and discounts amount to $50,402,000. 
Capital is $88,200,000, surplus and profits 
$5,374,000 and reserves, $9,990,000. 


MARINE TRUST COMPANY OF BUFFALO 

The Marine Trust Company of Buffalo in 
its statement of condition as of September 
30, 1933, discloses an increase in its total as- 
sets from $176,431,000 as of June 30th to 
$178,130,000. Deposits have increased by 
$1,900,000 and are now $142,292,000. Capital 
account stands at $12,500,000 and surplus 
and undivided profits are $15,599,000. 
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REPORT OF THE NEW YORK TRUST CO. 

The September 30th statement of the New 
York Trust Company shows an increase in 
deposits over the last three months of ap- 
proximately $10,000,000 to their present total 


of 249,230,000. Against these the trust 
company holds $60,256,000 in cash and ex- 
changes, and has substantially increased its 
holdings of United States Government bonds 
from $64,704,000 on June 30th to $81,918,000 
at the end of September, It has likewise in- 
creased its loans from $86,082,000 to $113,- 
522,000. Capital remains unchanged at $12,- 
500,000 and $100,000 has been added to sur- 
plus and undivided profits, which now total 
$22,204,000. Reserve account is $12,921,000. 


MARINE MIDLAND TRUST CO. OF N. Y. 

The Marine Midland Trust Company of 
New York as of September 30, 1933, listed 
upon its statement total assets of $88,230,000 
of which $11,807,000 was in cash and due 
from banks, $18,472,000 in United States 
Government bonds and $37,433,000 in loans 
and discounts. The trust company has capi- 
tal of $10,000,000, surplus and undivided 
profits $5,270,000, reserves of $2,980,000 and 
deposits of $64,614,000. 
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AGGREGATE INTEREST ON DEPOSITS 

According to a recent study member banks 
in the New York Clearing House have paid 
interest on demand deposits during the past 
fifteen years at an average rate of 2.13 per 
cent per annum. Taking into account cer- 
tain deposits in all banks which do not bear 
interest, it is estimated that the true cost of 
demand deposits is an average of 1.75 per 
cent yearly. He compares this with state- 
ments made at the recent Chicago convention 
of the American Bankers Association that, 
had the guarantee of bank deposits law been 
in operation since 1922, it would have cost 
the banks of the United States about $1,400,- 
000,000 or 2% per cent of their average de- 
posits. The cost of the guarantee, in other 
words, would have amounted to a little more 
than % of 1 per cent of total deposits per 
annum. Under the Bank Act of 1933 pay- 
ment of interest on demand deposits by mem- 
ber banks of the Federal Reserve System is 
forbidden. 


CHEMICAL BANK & TRUST COMPANY 

The September 30th statement of the Chem- 
ical Bank & Trust Company of New York 
discloses that that institution has added 
$291,000 to its surplus and undivided profits 
account during the past three months. The 


bank has capital of $20,000,000, surplus and 


profits of $47,147,000 and reserves for con- 
tingencies of $13,474,000. Deposits are $293,- 
874,000 against which the bank has total re- 
sources of $393,030,000. Of these $49,423,000 
are in cash and due from banks, and $130,- 
690,000 are invested in United States Gov- 
ernment Securities. 


COMMERCIAL NATIONAL BANK REPORT 

The statement of the Commercial National 
Bank & Trust Company of New York as of 
September 30th shows deposits of $70,705,000, 
an increase of $1,200,000 in the last three 
months. At the same time the bank has 
added $114,000 to its surplus and undivided 
profits, which stand at $7,846,000. Capital 
is $7,000,000. Against these liabilities the 
bank holds total resources of $94,888,000, of 
which $16,321,000 are in cash and due from 
banks, and $29,989,000 in United States Gov- 
ernment securities. Loans and discounts 
have increased by approximately $3,000,000 
and now stand at $33,521,000. 

The Guaranty Trust Company of New 
York has announced the appointment of 
Kingsley Kunhardt as a vice-president. Mr. 
Kunhardt was formerly investment trust of- 
ficer of this company. 
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INTEREST REDUCTION ON PUBLIC FUNDS 

The interest rate which banks are required 
to pay on deposits of New York State funds 
will be reduced from 1% to 1 per cent be- 
ginning November ist. Announcement to this 
effect was made recently by State Comp- 
troller Morris S. Tremaine and Mark Graves, 
president of the State Tax Commission, who 
jointly control the deposits of state funds. 

The reason for the reduction of the in- 
terest rate, as given in the letter notifying 
the banks concerned, was “for the purpose 
of assisting in President Roosevelt’s plan for 
making available a larger volume of credit in 
the promotion of national recovery.” 


STATEMENT OF THE BANKERS TRUST 
COMPANY 

Although no call was issued for the pub- 
lication of statements of conditions at the 
end of the third quarter, a number of the 
important institutions issued statements re- 
flecting their condition as of September 30th. 
The Bankers Trust Company of New York 
at that date had total deposits of $649,454,- 
000 and total assets of $768,698,000. Of the 
latter $148,798,000 were in cash, exchanges 
and due from banks, and $300,073,000 was 
invested in United States Government Securi- 
ties. Total loans and discounts were $276,- 
213,000, an increase of $41,000,000 over the 
June 30th figures, and the company had in- 
creased its surplus and undivided profits ac- 
counts from $62,519,000 to $63,285,000. Re- 
serves were $17,400,000 and capital $25,000,- 
000. 


STATEMENT OF THE CORN EXCHANGE 
BANK TRUST COMPANY 

The statement of the Corn Exchange Bank 
Trust Company of New York as of October 
1st discloses total assets of $261,299,000. Of 
these $49,690,000 are in cash and exchanges, 
and $88,490,000 are in United States Govern- 
ment bonds. The bank’s surplus and undi- 
vided profits account stands at $17,567,662. 
Capital is $15,000,000 and reserve account, 
$5,621,062. The bank’s statement does not 
list its deposits separately but includes 
them with all other liabilities in an amount 
of $223,109,986. 


Lawrence J. MacGregor of the New York 
Trust Company, has been elected president of 
the Summit Trust Company, Summit, New 
Jersey, to succeed Barton P. Turnbull. 

Harley G. Selkregg of Erie, Pa. has been 
appointed trust officer of the National Chau- 
tauqua County Bank of Jamestown, N. Y., 
succeeding Walter H. Edson. 
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EMERGENCY RELIEF COMMITTEE 
DISCONTINUES ITS ACTIVITY 

The problem of unemployment relief in 
New York City was further aggravated by 
the decision of the Emergency Unemploy- 
ment Relief Committee, of which Harvey D. 
Gibson, chairman of the Manufacturers 
Trust Company, is chairman, to discontinue 
its work. The facilities and experiences of 
the committee have been offered to the Fed- 
eral Emergency Relief Administration to as- 
sist in the distribution of the New York 
share of the $75,000,000 of federal money 
made available for food and clothing relief. 

During the period of existence of Mr. Gib- 
son’s committee, with funds generously sub- 
scribed by the public, it has cared for many 
thousands of unemployed, at times having 
over 30,000 on its rolls. These persons and 
their families must now look to governmental 
agencies. 


CENTRAL HANOVER BANK & TRUST 
COMPANY REPORT 

The report of condition of the Central 
Hanover Bank & Trust Company as of Sep- 
tember 30, 1933, shows surplus and profits 
of $61,203,000, capital of $21,000,000 and re- 
serves of $5,804,000. The deposit liability of 
the trust company is $581,001,000 against 
which it holds total assets of $694,876,000. 
Cash and exchanges amount to $99,440,000, 
United States Government securities to $246,- 
066,000 and loans and discounts to §$235,- 
913,000. 


FULTON TRUST COMPANY 

The report of condition of the Fulton Trust 
Company of New York as of September 30th 
shows total assets of $20,491,000, of which 
$3,662,000 are in cash, exchanges and due 
from banks, $6,316,000 invested in United 
States Government securities and $4,309,000 
in loans and discounts. The company shows 
eapital of $2,000,000, surplus and undivided 
profits of $3,065,000 and total deposits of 
$15,286,000. 


STATEMENT OF THE EMPIRE TRUST CO. 

The September 30th statement of the Em- 
pire Trust Company of New York shows to- 
tal resources of $64,815,000, of which $13,- 
395,000 are invested in public securities, $13,- 
252,000 are in cash and due from banks, and 
loans and discounts amount to $28,979,000. 
The trust company has deposits of $54,728,- 
000, capital of $6,000,000, surplus and undi- 
vided profits cf $2,598,000 and reserves of 
$1,413,000. 
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STOCK EXCHANGE COMMITTEE 

A committee which will study a program 
for possible federal regulation of the Stock 
Exchange and Wall Street activity has been 
formed under Secretary Roper of the Depart- 
ment of Commerce, according to reports from 
Washington. Members of the committee in- 
clude A. A. Berle, Jr., advisor to President 
Roosevelt, Arthur H. Dean of the Wall Street 
firm of Sullivan & Cromwell, John Dickin- 
son, Assistant Secretary of Commerce, Dean 
Acheson, Assistant Secretary of the Treasury, 
and Arthur J. Richardson, Washington law- 
yer. No details of the program have been 
revealed. 

DISBURSEMENTS OF NEW YORK 
COMMUNITY TRUST 

Disbursements of $113,728.39 for charitable 
purposes from the funds comprising the New 
York Community Trust were made in the 
first nine months of 1933. While the major 
portion of these disbursements was made in 
the metropolitan area of New «ork City, it is 
interesting to note that apportionments were 
also made in Ohio, Missouri, Kansas, Wis- 
consin, Indiana, Iowa, Georgia, Massachu- 
setts, South Dakota and the District of Co- 
lumbia, as well as in Palestine and Italy. 

Thomas Williams, chairman of the Trust’s 
Distribution Committee, in commenting on 
the appropriations, said: “It is significant 
and reassuring that the volume of Commu- 
nity Trust disbursements has been held, in 
these nine months, to more than 95 per cent 
of the rate of last year and to more than 98 
per cent of that of the previous year. That 
exceptional record and the increasing breadth 
of the Trust’s distribution indicate a develop- 
ment that means much now and will mean 
much more.” 


Dr. Linsly R. Williams, managing director 
of the New York Academy of Medicine, has 


been named a member of the distribution 
committee by Dr. Bernard Sachs, president 
of the academy. Dr. Williams succeeds the 
late Dr. George David Stewart, who had 
served on the trust’s committee since 1927. 

The president of the Academy of Medicine 
is one of six public sources of appointment 
to the Community Trust’s distributing com- 
mittee. Five additional members are desig- 
nated by the various banks and trust com- 
panies having custody of the funds compris- 
ing the trust. 


The Kings County Trust Company has de- 
clared a regular quarterly dividend of $20 
per share, payable November ist, to stock- 
holders of record October 25th. 
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EXECUTOR AS PHILATELIST 
The First Citizens Bank & Trust Company 
of Utica as executors of the estate of Arthur 
Hind are charged with the disposal of his 
collection of stamps worth approximately a 
million dollars. It has been announced that 
the stamps will be sold at auction, of which 
six or seven sessions are scheduled. The first 
of these will be held at the Waldorf-Astoria 
in New York beginning on November 20th, 
and will comprise the United States stamps. 
It will be followed, probably in February, by 
a sale of the postal issues of Great Britain 
and the British colonies. The sale of the 
bulk of the European stamps tentatively set 
for three months later is expected to attract 
a large number of foreign buyers. It con- 
tains what has been described as the finest 
collection of Spanish stamps in the world. 





Joseph V. McKee, who was elected presi- 
dent of the Title Guarantee & Trust Com- 
pany early this year, has resigned to devote 
his entire time to his independent candidacy 
for mayor of New York. 

George V. McLaughlin, president of the 
Brooklyn Trust Company, and Democratic 
leader for better government in New York 
City, is chairman of Mr. McKee’s general 
campaign committee. 





J. Francis Kiley, former assistant secre- 
tary and treasurer of the Herkimer County 
Trust Company of Little Falls, New York, 
has been elected secretary and treasurer of 
that company. Mr. Kiley has been active in 
trust work for many years. 


TRUST COMPANIES 








FEDERAL RESERVE NOMINATIONS 

Cecil R. Berry, president of the Oitizens 
National Bank of Waverly, New York, and 
Robert T. Stevens, president of the New 
York cotton textile selling agency, J. P. Ste- 
vens & Company, Inc., have been recommend- 
ed for nomination as directors of the Federal 
Reserve Bank of New York by the committee 
on nominations of the bankers associations of 
the second district. 

These nominations are to fill vacancies 
which will occur at the end of this year at 
the expiration of the terms of David C. War- 
ner, president of the Endicott Trust Com- 
pany, Endicott, New York, Class A director, 
and Samuel W. Reyburn, president of the 
Associated Dry Goods Company, Class B 
director. 





As of September 30th the National State 
Bank of Newark, N. J., reported deposits of 
$14,563,000. Total assets, $16,755,000, of 
which $8,475,000, were in cash and govern- 
ment securities. Capital was $500,000 and 
surplus and profits $1,106,192. 





The assets of fifty-three life insurance com- 
panies in New York State increased $600,- 
000,000 during 1932. Insurance Superintend- 
ent George S. Van Schaik, recently disclosed. 
He also stated that total assets of these com- 
panies at the end of 1932 were nearly $18,- 
000,000,000. 


Theodore P. Barber has been appointed as 
an assistant secretary of the Guaranty Trust 
Company of New York. 





CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Surplus 












Capital Undivided Profits Deposits 

Sept. 30, 1933 Sept. 30, 1933 
Anglo-South American Trust Co................. $ 1,000,000 $509,154.80 $3,475,194.35 
Bank of The Manhattan Co.................... 20,000,000 31,931,681.01 332,937,849.89 
Bank of New York & Trust Co.................. 6,000,000 9,594,967.23 118,127,662.70 
ia. 6 w wg 86 Sb -i0v b.6 bb ee ooo e 25,000,000 63,285,478.89 649,453,996.35 
os on. 634: wa oun d «swine 0 3 bere 8,200,000 5,374,407.03 93,620,858.10 
Central Hanover Bank and Trust Co............ 21,000,000 61,203,487.00 581,000,718.00 
ED ET Oe 8 ern 21,000,000 47,147,391.00 292,374,483.00 
City Bank Farmers Trust Co................... 10,000,000 11,934,405.00* 40,618,822.00* 
Continental Bank & Trust Co................... 4,000,000 4,546,615.00* 46,207,602.00* 
Corn Exchange Bank & Trust Co................ 15,000,000 17,567,662.00 223,109,986.00 
TIN SMBs oo 5.5 oo. bin a xo biniaoe. ce saree aie 500,000 189,334.37 10,990.00 
055s “onc. ss a4, 0:0) ai'e om) 618.4 ode Asacare’s 6,000,000 2,598,101.30 54,728,446.41 
NT oe os orca a vee eee 06 wee aan 1,000,000 1,168,617.31 7,902,890.06 
SN I gg vcccccocvavcedseccecsccects. sae 3,064,874.06 15,286,168.90 
SP CO er CT 90,000,000 177,963,616.16 1,031,012,304.02 
EE es. 2, . ib ain wiaed s wie wwases o's 50,000,000 62,320,230.41 422,133,552.38 
eee 500,000 6,743,330.72 25,612,001.62 
eer NS 32,935,000 20,297,483.19 347,191,606.89 
peewee Descrame rust Co...............-.ccce5 10,000,000 5,269,911.79 64,414,390.36 
i pce wencsnpessven® 12,500,000 34,704,151.18 249,229,630.13 
ET ale celccecseave 10,000,000 10,560,823.00 29,710,021.00 
ES ree 2,000,000 27 ,221,934.40 59,874,988.15 


*Figures as of June 30, 1933. 





TRUST COMPANIES 


Philadelphia 


Special Correspondence 


TRUST INVESTMENT LAW 

At the general election in November, the 
voters of Pennsylvania will have the oppor- 
tunity to vote on an important constitutional 
amendment, relating to the enlargement of 
the field of trust investments. At present the 
Constitution provides that no act of the 
General Assembly shall authorize the invest- 
ment of trust funds in the bonds or stocks 
of any private corporation. For many years 
this archaic constitutional provision has 
handicapped trustees. The amendment to be 
voted upon which was approved at the last 
session of the Legislature provides that ‘The 
General Assembly may, from time to time, by 
law, prescribe the nature and kind of. in- 
vestment for trust funds to be made by ex- 
ecutors, administrators, trustees, guardians 
and other fiduciaries.” 

The proposed amendment has been ap- 
proved by the Pennsylvania Bankers Asso- 
ciation and the Pennsylvania Bar Associa- 
tion; it would seem, therefore, that its pas- 
sage is insured. 

A committee of experts which made a long 
study of the Pennsylvania problem has is- 
sued a circular which sets forth the fact that 
the present laws on the subject of trust in- 
vestments do not meet the needs of today. 
They were made when all of our business and 
social life was on a different basis. Realiz- 
ing that diversification of investments is the 
best method of giving greater protection to 
estate and trust funds and admitting that 
the choice of investment of funds which can 
be made under the present law in Pennsyl- 
vania is so narrow that in many cases only 
the smallest possible return can be secured, 
those who sponsored the proposed amendment 
point to the fact that it should be passed 
as a measure which concerns a vast majority 
of voters who are interested in estates, have 
estates or may become interested in the prob- 
lems of trust investments. 

If the proposed amendment is adopted the 
state of Pennsylvania will join other pro- 
gressive states in their efforts to liberalize 
trust investments, at the same time main- 
taining adequate protection and providing 
for increased income. New York, New Jer- 
sey, Massachusetts, Connecticut, Illinois, 
California and other leading states have for 
many years recognized the necessity of liber- 
alizing the laws governing trust investments 
and have acted accordingly. 





The Real Estate 
Trust Co. 


of Philadelphia 


Solicits Deposits of Firms, 
Corporations and Individuals 


Is fully equipped to handle all 
business pertaining to a Trust 
Company, in its Banking, Trust, 
Real Estate and Safe Deposit 
Departments. 


SamuEL F. Houston, President 








PENNSYLVANIA COMPANY STATEMENT 

The September 30, 1933, statement of the 
Pennsylvania Company for Insurances on 
Lives and Granting Annuities of Philadel- 
phia discloses this institution in a strong 
condition. Over the past three months de- 
posits have increased from $184,893,000 to 
$186,017,000 and the bank has added to its 
surplus and profit account, which now stands 
at $18,963,000. Capital remains unchanged 
at $8,400,000. Against these liabilities the 
statement discloses cash and exchanges of 
$39,957,000 and United States Government 
bonds of $50,053,000, an increase in liquid 
assets of $4,000,000. The bank’s loans and 
discounts have declined slightly and now 
stand at $87,996,000. They hold personal 
trust funds of $855,465,648 and corporate 
trusts of $1,811,170,323. 


During September, employment in the 
Philadelphia district improved by 24 per cent 
compared with the preceding month and ap- 
proximately the same amount compared with 
a year ago, according to Richard M. Neu- 
stadt, director of the State Employment 
Office. 
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CORN EXCHANGE NATIONAL OBSERVES 
ANNIVERSARY 

The Corn Exchange National Bank & 
Trust Company recently celebrated the sev- 
enty-fifth anniversary of its opening for busi- 
ness. Established in 1858 with an initial 
eapital of $130,000, surplus of $1,695 and de- 
posits of $250,000, the bank has progressed 
to a point where on September 30, 1933, it 
had capital of $4,550,000, surplus and undi- 
vided profits of $9,854,739 and deposits of 
$63,471,000. Against these liabilities the 
bank held total resources on September 30th 
of $82,901,000, of which cash and exchanges 
amounted to $16,532,000. United States Gov- 
ernment bonds, $12,806,000 and loans and dis- 
counts of $41,841,000. Reserve for contin- 
gencies amounts to $1,510,000. 

During the Civil War the bank carried a 
liberal share of the war loan and through 
the cooperation of its officers, the Corn Ex- 
change Regiment (118th Pennsylvania Vol- 
unteer) went to the front for the battle of 
Antietam. The bank took a national charter 
in 1864 with a capital of $500,000 and its 
continued expansion made several new build- 
ings necessary. The bank has been active 
in promoting the growth of the Port of Phil- 
adelphia and is now under the able guidance 
of Paul Thompson, who has been one of its 
directors for twenty years. He succeeded 
the late Mr. Caldwell in 1932. 





The Broad Street Trust Company of Phila- 
delphia announces that John F. Bauder has 
been elected a vice-president of the company. 
Mr. Bauder recently was vice-president of 
the Integrity Trust Company. 





Edward D. Duffield, president of the Pru- 
dential Life Insurance Company of America 
since 1922, has been elected a director of 
the American Telephone & Telegraph Com- 
pany. 


Fidelity-Philadelphia Trust Co.................... 
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Penna. Co. for Insurances, etc.............. 


Es 5 ani oe, phy ly as alone ih 
Real Estate Land Title and Trust................. 
I ony) clas 5 unis oie Bays! i> ws. 
Figures furnished by Belzer and Company, members of Philadelphia Stock Exchange. 
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CONDITION OF PHILADELPHIA TRUST COMPANIES 





REAL ESTATE TRUST COMPANY 

The September 30th statement of the Real 
Estate Trust Company of Philadelphia shows 
total assets of $12,866,000. Of these $2,086,- 
000 are invested in public securities, $1,463,- 
000 are in cash and due from banks and 
$1,618,000 in loans and discounts. The com- 
pany has a capital of $3,000,000 and surplus 
of $2,000,000 and undivided profits of $241,- 
268. Deposits are $7,489,441. 





THE PROVIDENT TRUST COMPANY OF 
PHILADELPHIA 

The September 30th statement of the Prov- 
ident Trust Company of Philadelphia shows 
deposits of $31,008,000 against which it holds 
total assets of $48,923,000. Of these $4,906,- 
000 are in cash and due from banks and $9,- 
999,000 is invested in United States Govern- 
ment securities. The trust company has a 
capital of $3,200,000 surplus and undivided 
profits of $15,727,000 and a contingency re- 
serve of $500,000. 





Federal approval of plans for a new bank 
to take over assets of the restricted Farmers 
National Bank & Trust Company of Reading, 
Pa., has been announced by Wellington Ber- 
tolet, conservator. 

The plans call for raising $2,000,000 of new 
capital, obtaining more from the Reconstruc- 
tion Finance Corporation and the immediate 
release of 25 per cent of the deposits, and 
further provide for handling the organization 
as three separate banks: the Reading Na- 
tional Bank & Trust Company, the Penn Na- 
tional Bank & Trust Company and the Farm- 
ers National Bank & Trust Company from 
which the Farmers Bank was formed. 


At the time of the merger, about two weeks 
before the bank holiday, the three units had 
about $17,000,000 in deposits and 35,000 de- 
positors. 








Surplus and 
Undivided 
Profits Deposits 
Capital June 30, 1933 June 30, 1933 

$6,700,000 $16,333,246 $80,900,696 
. 500,000 1,165,356 6,575,798 
1,400,000 3,061,054 13,229,263 
.. 4,000,000 9,951,070 86,561,881 
; 82,250 2,681,494 8,584,086 
2,987,920 3,170,145 39,446,721 
1,000,000 1,268,196 5,028,139 
1,375,000 1,720,219 14,555,621 
500,000 1,073,655 4,618,121 
500,000 2,338,032 9,271,455 
8,400,000 18,680,955 184,893,280 
.. 3,200,000 13,542,428 32,255,768 
7,500,000 8,729,134 25,427,529 
3,000,000 2,222,981 7,764,144 
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Boston 


Special Correspondence 


FINANCIAL CONDITION OF THE 
CITY OF BOSTON 


The city of Boston has issued its state- 
ment of financial conditions showing the col- 
lections of its taxes as of September 20th for 
the past five years as well as other data 
pertinent to an appraisal of the value of its 
bonds. In common with almost all munici- 
palities the past year has shown a consider- 
able increase in uncollected taxes of the 1932 
tax levy of $67,598,000. Of this approxi- 
mately 13.71 per cent was outstanding un- 
collected on September 20, 1933, compared 
with 2.55 per cent a year ago out of a levy 
of $62,247,000 and 0.89 per cent of the 1930 
tax levy. However, there are no loans out- 
standing against the uncollected taxes and 
their collection will be applied to reduce 
the 1954 tax rate. The rate fixed for the 
year 1933 is $32.80 to provide a total levy 
of $58,491,000, as compared with the 1932 
rate of $35.50 and $31.80 in 1931. As of Sep- 
tember 1, 1933, the city of Boston (includ- 
ing the debt of Suffolk County) has a total 
bonded debt of $163,902,000. There is the 
sum of $37,859,000 in sinking funds and $71,- 
952,700 of the debt is self-supporting. The 
net debt, the service for which must be met 
from taxes is $53,702,000. The total value of 
taxable real and personal property as of 
April 1st was $1,780,000,000. The statement 
notes that since the adoption of its existing 
budget system in 1916 the total expenses of 
the city have never exceeded the total appro- 
priations and the city has always met every 
financial obligation it has ever incurred when 
due, including the salaries and wages of its 
employees. 


DEMAND FOR SOUND CURRENCY 


“What is needed now more than anything 
else is the establishment of a sound currency 
in order that business and investors may 
plan with confidence’ for the future,” the 
First National Bank of Boston declares in its 
current New England Letter. “There is rea- 
son to believe that the conservative element 
of the population already is awake to the 
perils of uncontrolled inflation and that they 
will, as they have in the past, rise to the oc- 
casion and through their influence check this 
movement before it gets out of hand.” In- 
flation, in the opinion of the First National 
Bank of Boston, is a danger and not a 
cure. 


Capital f Va Surplus 
$3,000,000 | $3,500,000 


STATE STREET TRUST 


COMPANY 
BOSTON, MASSACHUSETTS 


Welcomes opportunities to 
be of service to individuals, 


firms or corporations in the 


field of general banking or in 


any recognized trust capacity. 


MEMBER FEDERAL RESERVE SYSTEM 





STATUS OF NATIONAL BANK REOPEN- 
ING IN THE FIRST DISTRICT 

3y September 20th, last, every national 
bank in the First Federal Reserve District, 
including the States of Massachusetts, Maine, 
New Hampshire, Vermont.and -part of Con- 
necticut, had either been reopened or had had 
its plan acted upon by the reorganization di- 
vision of the Comptroller’s office. 

There were 92. banks in this district 
which failed to receive licenses at the con- 
clusion of the bank holiday. Of these, 64 
are now reopened; 25 are working on ap- 
proved reorganization plans, and three have 
been recommended for receiverships. , 

The record made in the rehabilitation of 
national banks in the First Federal Reserve 
District is one of the best for any part of 
the country and much credit for the speed in 
working out reorganization plans for banks 
in this district is due to F. D. Williams, 
chief national bank examiner, and to D. F. 
Murphy of the reorganization division. 


Preliminary steps toward taking over ap- 
proximately 9,000 mortgages totaling more 
than $38,000,000 for the aid of Massachusetts 
home owners have been completed by the 
Massachusetts branch of the Home Owners 
Loan Corporation. 
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PERMANENT CHARITY FUND OF BOSTON 
ISSUES REPORT 

A study of the activities of The Permanent 
Charity Fund, Inc., of Boston, covering its 
sixteenth year of operation, proves conclu- 
sively the far-sighted wisdom of its founders, 
the Boston Safe Deposit & Trust Company, 
when it established the Fund in 1915. At 
that time the agreement and declaration of 
trust creating The Permanent Charity Fund 
provided that the entire income for each year 
was to be distributed by making gifts direct- 
ly to charitable work. The Fund has ad- 
hered to the policies established at its incep- 
tion, making no agreements to continue gifts 
and applying the income as flexibly as pos- 
sible to meet the ever-changing needs of the 
community. 

Business depression and unemployment 
continued throughout the past year and im- 
posed an increased burden upon the chari- 
table organizations serving the community, 
either by increasing the demands for their 
facilities, as in the case of relief-giving or- 
ganizations, or by decreasing the financial 
support upon which they have heretofore 
counted, as in the case of hospitals, dispen- 
saries, child-welfare organizations and oth- 
ers. The Permanent Charity Fund during 
this trying period assisted 133 charitable or- 
The relief work of these chari- 


ganizations. 
ties covers a wide variety of useful services, 
including convalescence, dispensaries, hospi- 
tals, community health, general social wel- 
fare, family welfare, recreation and charac- 
ter building, and many other classes of char- 
itable relief work. 


During the sixteenth year of its useful ac- 
tivities The Permanent Charity Fund re- 
ceived from the Boston Safe Deposit & Trust 
Company, as trustee of the Fund, $209,796.96, 
donations to income $3,326.00, other sources 
$78.08 ; a total of $213,201.04. Their admin- 
istrative expenses totaled $11,253.14, and the 
sum distributed for charitable purposes was 
$198,430.43. On June 30, 1933, the total prin- 
cipal of The Permanent Charity Fund was 
$4,963,183.36. The current year book of the 
Fund contains a list of the charitable organ- 
izations to which appropriations were made 
throughout the year, together with a brief 
description of the work of each organization. 


The Federal Reserve Bank of Boston has 
selected John A. Reid, assistant trust Oui- 
cer of the Worcester Bank & Trust Company 
as senior bank examiner for its organization, 
having charge of examinations of trust de- 
partments of New England member banks. 


TRUST COMPANIES 


LYMAN H. ALLEN 


Newly elected President of the Boston Safe Deposit and 
Trust Company 


BERKSHIRE TRUST CO. REOPENING 

The Berkshire Trust Company of Pittsfield, 
Mass., has completed all the arrangements 
for its reorganization and is now operating 
on an unrestricted basis. Local interests 
have subscribed and paid for $300,000 of 
junior preferred stock and the Reconstruc- 
tion Finance Corporation has taken $300,000 
of senior preferred capital. The old common 
shares have been written down from $300,000 
to $150,000. The bank has more than $800,000 
available in cash, and no bills payable or re- 
discounts. 


NATIONAL SHAWMUT AFFILIATE 
CEASES ACTIVITY 

The Shawmut Corporation of Boston. 
which is affiliated with the National Shaw- 
mut Bank, on October 14th discontinued all 
dealings in investment securities and bank- 
ers acceptances. The directors stated that 
the move might be only temporary but that 
it appeared to be desirable until rulings and 
interpretations had clarified the provisions of 
the Banking Act of 1933, or until the law 
had been modified by Congress. 

The National Shawmut Bank will continue 
to deal in municipal and government securi- 
ties which are not subject to the restrictive 
provisions of the act. 





TRUST 


NEW ENGLAND TRUST COMPANY 

The September 30th statement of the New 
England Trust Company of Boston shows to- 
tal assets of $29,075,000, of which $4,484,000 
are in cash and due from banks, and $9,217,- 
000 invested in United States Government 
securities. Loans and discounts amount to 
$8,874,000. The trust company is capitalized 
at $1,000,000, has surplus and undivided 
profits of $2,829,033, reserve for contingen- 
cies of $350,000 and deposits of $24,645,971. 


B. S. COLLINS ELECTED ASSISTANT 
VICE-PRESIDENT OF OLD COLONY 
TRUST COMPANY 

The board of directors of the Old Colony 
Trust Company of Boston have elected Basil 
S. Collins as assistant vice-president, and 
David B. Arnold as assistant secretary. Since 
Mr. Collins has been associated with the Old 
Colony Trust Company his efforts have been 
devoted to the promotion of closer cooper- 
ation between the trust company and the life 
insurance companies and underwriters. This 
work has been along the lines of estate plan- 
ning. This type of trust service is of com- 
paratively recent development, but because 
of its popular appeal the Old Colony Trust 
Company has established a_ thoroughly 
equipped life insurance ‘trust department 
which will be operated under the direction of 
Mr. Collins, with Mr. Arnold as his assistant. 


B. S. CoLLINs 


Who has been elected Assistant Vice-president of the Old 
Colony Trust Company of Boston 


COMPANIES 


A Partner’s 
Worth 


, = PARTNER, 
—would you miss his skill, his 
counsel, his sales or managerial 
ability if his services were suddenly 
lost to your business? 
To-day, as never before, you need 
to ensure to your business the finan- 
cial value of one or both partners. 
Let a John Hancock representative 
outline a plan of business life in- 
surance for your company. Your 
banker will approve. 


Lire INSURANCE COMPANY 
QF BOSTON, MASSACHUSETTS 


A mutual dividend-paying company 70 years 
in business. Among the strongest in reserves 
and assets. Paid policyholders in 1932 over 
100 million dollars. Offers every phase of 
personal and family protection Gachaling An- 
nuities and also Group forms for firms and 
corporations. 


T.C.M. 10-33 


COOPERATIVE CENTRAL BANK REPORT 

The Cooperative Central Bank of Massa- 
chusetts, established eighteen months ago, 
discloses in its second annual report that it 
has fulfilled the aims which were set for it. 
It was designed by the Legislature to be an 
unfailing source of cash to cooperative banks 
faced by unexpected demands of their share- 
holders. It has been of prompt assistance to 
eighty cooperative banks who have availed 
themselves of its services to the extent of 
$15,000,000. 

The effects of the new federal legislation 
were studied by a special committee and the 
bank’s president, Mr. Taylor, recommends in 
this report changes in the law governing the 
Cooperative Central Bank, which will permit 
it to accept deposits or make other arrange- 
ments so that the members will receive in- 
terest on their balances. The Glass-Steagall 
Act permits savings banks to receive interest 
on their deposits and opens to them a guar- 
antee fund, both of which are denied to their 
competitors, the cooperative banks. 

George H. Huddy, Jr., has been elected 
vice-president and a director of the Indus- 
trial Trust Company of Providence, R. I., to 
succeed George W. Gardiner. 
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SUCCESSFUL MUNICIPAL FINANCING 

The successful flotation of $8,500,000 of se- 
rial coupon bonds of the City of Boston in 
the early part of the month marks a consid- 
erable improvement in the municipal bond 
market. The retail distribution of these 
bonds by a large syndicate was reported as 
being virtually completed on the day of the 
public offering, as the coupon rate on the 
bonds had been revised upward by the city 
officials to conform to the market rate for 
long term Boston bonds. 

The provisions made by the Edison Com- 
pany of Boston to meet the maturity on Oc- 
tober 16th of its $10,000,000 of 31%4 per cent 
discount notes through bank loans rather 
than by public refinancing, serves as one 
more instance of the degree to which the 
market for capital funds has been closed by 
the Securities Act. While a good demand ex- 
ists for conservative securities of this char- 
after, it is considered that no important cor- 
porate financing is likely to be undertaken 
until the liability provisions of the Act are 
amended. 



























FIRST NATIONAL-OLD COLONY 
STATEMENTS 


The statement of condition of the Old Col- 
ony Trust Company of Boston as of Septem- 
ber 30, 1933, shows deposits of $4,318,000 and 
total assets of $14,987,000. Of these the com- 
pany holds government bonds of $9,395,000 
and cash and: due from banks of $1,185,000. 
Surplus and undivided profits account is $5,- 
270,000 and capital $5,000,000. 

The First National Bank of Boston has in- 
creased its deposits by about $6,000,000 over 
the last three months and these now stand 
at $537,368,000 against which it holds total 
assets of $631,772,000. Surplus and undi- 
vided profits are now $27,536,000 and reserve 
account stands at $3,544,000. Capital account 
remains at $44,500,000. Against these liabili- 
ties the bank holds cash and exchanges of 
$157,444,000 and United States Government 
bonds of $114,167,000. 
































Capital 
Banca Commercia‘e Italiana............. $750,000 
Boston Safe Deposit and Trust Co........ 2,000,000 
IN te. Se ons wig lale Baie © bie'ae 2,500,000 
EE 9 eee 500,000 
Beeenens wees prast Co... 06... cece cece 500,000 
New England Trust Co................. 1,000,000 
cue Coton Teast Co... nce cca 5,000,000 
Se eee 200,000 
beemee meee Brust Co... 6c ccc cede 3,000,000 
Tg ic aces 6 wig eas 0,00 eles 500,000 





United States Trust Co................. 1,400,000 





TRUST COMPANIES 


CONDITION OF BOSTON TRUST COMPANIES 





WORCESTER COUNTY NATIONAL BANK 

The Worcester County National Bank is 
running a series of advertisements in the 
local papers explaining its credit and loaning 
policies. It stands willing to make loans for 
useful business purposes which will be re- 
paid promptly at maturity. The bank notes 
that 90 per cent of its depositors are not bor- 
rowers, and its primary aims are to safe- 
guard the funds entrusted to its care and 
at the same time to give to the business of 
the community the financial accommodation 
which it requires. 

The September 30th statement of the 
bank shows total assets of $34,501,000, 
of which $8,402,000 are in cash on hand and 
due from banks, and $6,817,000 are invested 
in United States Government securities. The 
bank has loans and discounts of $13,348,000 
and its other investments in bonds and se- 
curities, carried at market value or less, 
amount to $4,764,000. The bank has capital 
of $2,769,500, surplus of $1,762,700 and un- 
divided profits of $612,576. Deposits are $27,- 
301,844. 

STATE STREET TRUST COMPANY 
STATEMENT 

The State Street Trust Company of Bos- 
ton has issued its statement of condition as 
of September 30, 1933, which shows that the 
company added $122,000 to its surplus and 
undivided profits in the past three months. 
These now stand at $4,158,856, And capital 
account remains unchanged ‘at $5,000000. The 
trust company has deposits of “SB84012,468, 
and tetal assets of $61,182,000. Cas}f; and 
exchanges amount to $10,973,000, ° Uitited 
States Government bonds, $8,763,000 and 
loans aud discounts are $27,312,000. © * Jy, 


Mark Graves and John J. Merrill ‘of New 
York have been elected honorary membets 
of the New England State Tax Officials As- 
sociation. Frank H. Holly, State Tax As- 
sessor of Maine was recently elected presi- 
dent of the Association. 






Surplus and Assets 
Undivided Profits Deposits Trust Dept. 
June 30, 1933 June 30, 1933 June 30, 1933 
$310,683.60 6 ee eee 
3,857,041.64 26,379,699.21 $250,750,952.98 
327,065.97 8,752,416.90 5,361,521.70 
568,375.44 928,989.75 92,303,983.42 
203,628.70 2,390,643.24 8,576,811.53 
2,872,341.10 26,046,653.95 127,267 ,688.02 
5,282,839.35 6,250,977.58 314,282,883.04 
109,915.76 ee rere 
4,036,625.99 56,187,184.17 60,888,315.30 
254,836.80 5,766,342.02 10,239,315.99 


746,051.48 9,703,775.04 10,836,159.86 
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Chicago 


Special Correspondence 


CENTURY OF PROGRESS EXPOSITION 
MAY PROVE PROFITABLE 

While the Century of Progress Exposition, 
which is scheduled to close its gates at mid- 
night on October 31st, has already exceeded 
all expectations as a stimulus to business in- 
terests in Chicago outside of the fair grounds, 
the attendance to date has only amounted to 
19,000,000. This compares with an estimate 
of 90,000,000 made a year ago, but it is hoped 
that, in the days remaining, attendance will 
reach 25,000,000. Unlike the other world 
fairs, this exposition was not subsidized by 


any governmental body but was financed by 
$10,000,000 of bonds secured by a pledge of 
40 per cent of the gate receipts, and an un- 


named list of 200 guarantors. The bonds are 
now selling at about $SO and it is reported 
that the exposition may produce sufficient in- 
come to pay the bonds without resort to the 
guarantors, some of whom are said to be 
buying up these bonds in the expectation of 
making a satisfactory profit in them. Already 
$3,000,000 has been made available to the 
holders. 

No one is predicting that the public insti- 
tutions named in the articles of incorpora- 
tion will receive any substantial sum, but 
if the paid attendance and the average spend- 
ing inside the grounds continue to hold their 
present level, it is likely that the corpora- 
tion will be solvent when the exposition 
closes. This will contrast with the World’s 
Columbian Exposition of 1893, which was a 
financial failure in spite of 21,000,000 paid 
admissions. Twenty-seven million five hun- 
dred and forty thousand persons attended 
Chicago’s first world’s fair. 


The First National Bank of Springfield, 
Springfield, Ill., capital $500,000, has been 
granted full trust powers. 


OFFICERS ELECTED BY THE CHICAGO 
DISTRICT OF THE ILLINOIS BANKERS 
ASSOCIATION 


At the first meeting of the organization of 
Chicago and suburban bankers known as the 
Chicago District of the Illinois Bankers As- 
sociation, H. L. Wuehrmann, president of the 
Uptown State Bank, was elected president. 

George A. Malcolm, vice-president of the 
Drovers National Bank, was elected vice- 
president of the district, representing the 
South Side bankers, and as senior vice-presi- 
dent of the organization, 

The other regional vice-presidents are: 
Loop Section, Hiram R. Castles, second vice- 
president of the Continental-Illinois National 
Bank & Trust Company; North Section, 
Charles E. Kanaley, president of the Hamil- 
ton State Bank, and Suburban Section, John 
W. Jedlan, president of the Western State 
Bank of Cicero. 

Frank J. Rathje, president of the Chicago 
City Bank & Trust Company, was elected 
treasurer. These officers compose the execu- 
tive committee of the new organization. 

Miss Sue E. Downing was elected execu- 
tive secretary of the Chicago District. 

The Chicago District replaces the Chicago 
Bankers Federation and includes the banks 
of Cicero, Evanston and Oak Park, whereas 
the latter organization was limited to banks 
located within the City of Chicago proper. 


COMMITTEE ON GRIEVANCES 

J. E. Mitchell, president of the Illinois 
Bankers Association and vice-president and 
cashier of the First National Bank of Car- 
bondale, has appointed the following mem- 
bers of the association’s standing Committee 
on Grievances and Making Banking a Legal 
Profession: Wirt Wright, president, State 
Bank & Trust Company of Evanston; D. B. 
McDougal, vice-president, Northern Trust 
Company of Chicago; and F. F. Noleman, 
president, Old National Bank, Centralia. 





456 


MARSHALL AND ILSLEY BANK REPORT 

The statement issued by the Marshall and 
Ilsley Bank of Milwaukee, Wisconsin, as of 
September 30, 1933, shows that over the past 
three months the bank has operated profit- 
ably, surplus and undivided profits account 
increasing from $1,484,000 on June 30th to 
$1,517,472 and reserves rising from $1,518,000 
to $1,590,586. The bank’s capital has re- 
mained unchanged at $1,500,000 and deposits 
show a decrease of approximately $90,000 
and stood at $25,757,000 on statement date. 
Against these liabilities the bank held $5,- 
618,179 in cash and due from banks and 
United States Government bonds of $4,689,- 
608. Loans and discounts amounted to $15,- 
537,727 and other investments to $3,556,589. 


G. H. Pemberton has been named president 
of the reorganized Rock Island Bank & Trust 
Company, Rock Island, Ill. Other officers 
include: M. S. Heagy, chairman of the 
board; R. W. Osterman, cashier; C. A. Man- 
gelsdorfer, trust officer. 


The Manufacturers National Bank of De 
troit has been granted full trust powers by 
the Federal Reserve Board. 


American National Bank at Indianapolis, 
Ind., has been granted full trust powers. 


Git to a carefree daughter 


... from the one who 
wants her future 


THE NORTHE 
In the service of Chicago since 1889 


OMTWwEEY COMMER LAsat4s AND MONROS FruMETS . 4 
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C. D. SEFTENBERG JOINS OAK PARK 
TRUST AND SAVINGS 

Chester D. Seftenberg has resigned as 
treasurer of the First Trust Company in 
Oshkosh, Wis., and on October 15th became 
vice-president of the Oak Park Trust and 
Savings Bank, Oak Park, Ill, in charge of 
the trust department. 

Mr. Seftenberg, who is widely known 
throughout Wisconsin, is the youngest man 
ever elected to that legislature. There his 
efforts resulted in the establishment of the 
state’s executive budget system. He resigned 
in 1928 to become associated with the First 
Trust Company. He has served as president 
of the Wisconsin Association of Trust Com- 
panies and is a member of the executive 
committee. 


DEPOSIT INCREASE AT NORTHERN 
TRUST COMPANY 

The Northern Trust Company of Chicago 
in its statement of condition as of September 
29, 1933 shows an increase in deposits of a 
year ago of $46,400,000 with a total of $179,- 
707,000. Cash resources are up $5,300,000, to- 
taling $36,768,372; loans and discounts stand 
at $27,958,850 compared with $35,819,196 a 
year ago. Total resources have increased tuo 
$196,314,256 from a total of $148,616,149 in 
1932. 


The obligation that does not change 


There is a permanence in this company’s 
concept of the trust relation 


NCB this company was exablished in 1889, 

te management of crust cscates has been 
guided by « srict adherence to the spirit of the 
crust abltgepoa 

To be sure, time has brought ics changes. 


Company for the physical care of its crust estates 
have been improved in’ many ways. But there 
has been no, change, during this penod, in 
The Northern Trust Company's concept of 
the crust relsnion tn the more than forty-four 
Pacitines have been expanded. Ln the :ateresss of 
ita clienrs, the methods of The Northern Trust 


years since the organization of the company, 
thac has remained unaltered 


THE NORTHERN TRUST COMPANY 


IM THE SERVICE OF CHICAGO SINCE 1999 . , NORTHWEST CORNER LA SALLE AND MONROE STREETS 


TUNE IN: “The Northerners.” Pridey evenings. 9:30— 10:00 WMAQ 
* *. 


THE ART OF TRUST ADVERTISING IS WELL PORTRAYED IN THE ABOVE ADVERTISEMENTS BY 
THE NORTHERN TRUST COMPANY OF CHICAGO 
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PREFERRED STOCK SOLD TO R. F. C. BY 
CONTINENTAL ILLINOIS 

The directors of the Continental Illinois 
National Bank & Trust Company have voted 
to participate in the Administration’s drive 
to expand bank credit by selling $50,000,000 
of preferred capital stock to the Reconstruc- 
tion Finance Corporation. At the same time 
they voted to recommend to stockholders a 
reduction of the par value of the common 
stock from seventy-five to twenty-five mil- 
lion dollars, the deduction to be credited to 
surplus, undivided profits and reserves “after 
proper provision to be made from such acts 
for unsatisfactory assets.” 


PAYMENT TO BE MADE ON DETROIT 
BONDS 

The Bondholders’ Refunding Committee of 
the city of Detroit has announced that an 
initial payment of interest on the city’s 
funded debt will be made about December 
15th. The amount to be disbursed is esti- 
mated at $1,119,000, although it may be in- 
creased by further collections. Only those 
bonds and notes which have been deposited 
with this committee will be eligible to share 
in the distribution. At present’ these 
amount to $150,000,000 or 53 per cent of the 
total outstanding obligations, exclusive of 
water bonds upon which the interest pay- 
ments were resumed on July ist, and street 
railway obligations upon which interest has 
been paid regularly. Of the amount on de- 
posit with the committee $81,000,000 repre- 
sents the holdings of insurance companies 
and banks which have assented to the city’s 
refunding plan. Final approval of this plan 
was given recently by the Public Debt Com- 
mission of the State of Michigan. By it the 
costs of the refunding are limited to $1,000,- 
000 to be paid by the city of Detroit. The 
contract between the city and the refunding 
committee provides that the members of the 
latter serve without compensation. 


DETROIT TRUST COMPANY 
REORGANIZATION ASSURED 
Reorganization of the Detroit Trust Com- 
pany, one of the largest strictly trust com- 
panies in the United States, has been assured 
by a remarkably voluntary response of its 
depositors and creditors and by the stock- 
holders of the Detroit Bankers Company 
(the holding company). 


The plan provided for a capital structure 
of $4,500,000, to consist of $500,000 non- 
assessable common stock, $2,000,000 5 per 
cent cumulative non-assessable preferred 
stock and $2,000,000 surplus, the preferred 
stock to be issued to depositors and creditors 
for 25 per cent of the amount of their claims, 
at the rate of $40 per share, divided into $20 
par value for capital account and $20 to be 
credited to surplus account. 

Without any demand being made on stock- 
holders of the Detroit Bankers Company, but 
merely on an invitation that they pay their 
assessment of $1.658 a share, over $1,000,000 * 
in cash has already been paid in. In addi- 
tion, more than $4,000,000 in preferred stock 
has been subscribed by depositors and cred- 
itors to be paid for out of deposits backed by 
sound assets of the company. Not a cent 
has been borrowed from the R. F. C. or from 
any other source, the United States Govern- 
ment having no participation in the reorgani- 
zation. 

Details of completing the reorganization 
are being worked out as speedily as possible. 
Under this plan the Detroit Trust Company 
will confine itself to a strictly fiduciary busi- 
ness, unassociated with any banks, invest- 
ment companies or holding companies. 


Lewis R. Elkins, formerly cashier, is now 
vice-president of the Old National Bank in 
Evansville, Ind. while Oscar E. Lamble, has 
been promoted from assistant cashier to the 
office of cashier. Oscar H. Eberhart, former- 
ly auditor, was appointed assistant cashier. 
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First, National Bank 
Harris Trust 


Surplus and 
Undivided Profits Deposits 
June 30, 1933 June 30, 1933 
$250,000 $8,201,718 
79,082,144 
632,819,314 
4,791,811 
563,486,200 
119,798,405 
7,243,254 
173,843,585 


499,665 
18,594,675 
7,824,495 
307,996 
8,355,288 


Furnished by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 





























































Cleveland 


Special Correspondence 


SUGGESTIONS FOR MORE PROFITABLE 
OPERATION 


The Bank Management Committee of the 
Ohio Bankers Association has drawn up 4 
complete set of suggestions for the more effi- 
cient and profitable operation of the Ohio 
banks. The suggestions cover a wide range 
of subjects from the hours of opening and 
closing to the signing of personal bonds by 
officers of the bank. These are embodied in 
a set of articles to be used as a basis for the 
setting up of clearing house associations in 
any section of the state and are based upon 
actual cost figures developed in a number of 
banks. They urge the making of a charge 
upon all active accounts of less than $500 
average balance or unusually active accounts 
of larger size, the charge to be based upon 
the cost of service in excess of the earnings 
on the loanable balance. In smaller ac- 
counts it is suggested that one free check be 
allowed for each $20 of balance, the excess 
to be charged for at five cents per check with 
a minimum of fifty cents and accounts of 
less than $100 to bear an additional charge 
of fifty cents. It is suggested that other 
unprofitable services be charged for such 
as checks returned for lack of funds, over- 
drafts when they occur, and the issuance of 
sashier’s checks when no account is main- 
tained or where the balances are small. The 
matter of contributions for any cause should 
be referred to the chairman of the clearing 
house association and the amount governed 
by vote of the association and _ prorated 
among the membership. 

Complying with the spirit of the law that 
interest on demand deposits shall not be paid 
by any device whatsoever, the committee rec- 
ommends that time certificates of deposit 
shall be issued for terms of six and twelve 
months, and interest shall cease upon ma- 
turity. Other suggestions with regard to 
time money are that no interest be paid on 
balances of less than $25 or on balances re- 
maining for less than ninety days. A charge 
should be made if an account remains for 
less than a month. A further suggestion is 
that accounts of less than $500 be limited 
to six withdrawals in a half year without 
loss of interest. 

With regard to loaning policies, it is reecom- 
mended that all member banks confine their 
loans to customers who maintain compensat- 
ing balances. Loans to non-depositors should 
earry an additional one per cent in the rate. 
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Interest on time loans should be collected in 
advance, i. e., a bank discount basis, and on 
demand loans it should be payable quarterly. 
New loans should be reduced by at least 10 
per cent at every maturity, this rule to be 
applied in all cases regardless of the size of 


the loan. It is suggested that at all times 
there shall be a free exchange of credit in- 
formation between the members of the asso- 
ciation. Charges should be made on the 
purchases and sale of securities for custo- 
mers and for the collection of coupons when 
the account is not otherwise profitable. 

The general adoption of these schedules 
and suggestions would practically remove 
the evils of free service now rendered for 
competitive reasons which eats substantially 
into the earnings of banks everywhere. 


CENTRAL UNITED NATIONAL BANK 
REPORT 
The September 30th statement issued by 
the Central United National Bank of Cleve- 
land discloses total assets of $96,719,795 as 


compared with $91,635,000 June 30th. The 
bank holds $12,718,780 in cash and ex- 


changes, $21,836,227 in United States Govern- 
ment bonds, and $47,502,627 in loans and dis- 
counts. Surplus and undivided profits have 
increased over the past three months by 
$152,000 and are now $2,657,646. Capital is 
$5,000,000 and general reserve account $273,- 
529. Deposits have increased from $76,375,- 
000 at the end of the June quarter to $81,- 
675,382 and the bank has circulating notes 
of $5,000,000 outstanding. 





C. H. BURK APPOINTED TO GOVERNOR’S 
CABINET 

Clarence H. Burk, president of the Savings 
& Loan Banking Company of New London, 
has been recently appointed State Director 
of Finance in Governor White’s cabinet to 
succeed Howard L. Bevis who was elevated 
to the Ohio Supreme Court. The appoint- 
ment of the new Director of Finance came 
as a fitting reward for the excellent service 
as chairman of the finance committee of the 
Ohio House of Representatives which has 
been a difficult job. 


MATURING CORPORATE OBLIGATIONS 

According to a recent study, corporate ob- 
ligations aggregating about $1,200,000,000 
will mature in the next sixteen months. 
These maturities present a problem to almost 
two thousand borrowing corporations who 
are faced with refinancing them under the 
provisions of the Securities Act. 















BRANCHES OPENED BY CLEVELAND 
BANK 

The Central United National Bank has 
opened a branch at Coventry and Lancashire 
Roads, Cleveland Heights, occupying quar- 
ters formerly used by the Guardian Trust. 
Complete banking service is offered at this 
branch, known as the Coventry office. The 
bank recently opened other branches, the 
Kenmore office, at St. Clair N. E. and East 
140th street, in charge of A. W. Burroughs; 
the Doan office, at Euclid and 101st street, 
and the Buckeye Road branch, in charge of 
A. M. Rose, at 118th and Buckeye Road, S. E. 

















Immediate release of approximately §$1,- 
400,000 to depositors of the First National 
Bank & Trust Company, Covington, Ky., has 
been assured by the completion of negotia- 
tions with the Treasury Department at Wash- 
ington, the R. F. C. subscribing to $250,000 
preferred stock. Edward A. Vosmer, former 
vice-president of the Fifth Third Union Trust 
Company, Cincinnati, is president. 












CLEVELAND TRUST COMPANY 
APPOINTMENT 

F. Howard Russ, Jr. formerly of Detroit, 
has been elected a vice-president of the Cleve- 
land Trust Company and is now connected 
with the commercial banking department. He 
was formerly vice-president of the First Na- 
tional Bank of Detroit. 























































































F,. Howarp Russ 
Vice-president of the Cleveland Trust Company 
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FIFTH THIRD UNION APPOINTS 

G. Carleton Hill has been appointed to the 
newly created position of assistant to Presi- 
dent E. W. Edwards of the Fifth Third 
Union Trust Company at Cincinnati, Mr. 
Hill joined the Fifth Third Union Trust Com- 
pany in 1929 as assistant secretary of the 
Fifth Third Securities Company, represent 
ing it on the Cincinnati Stock Exchange. 
Later he was appointed assistant vice-presi- 
dent of the bank holding this position until 
this new promotion. He is perhaps the 
youngest man in Cincinnati to hold a bank 
executive position, being thirty-two years old. 
He formerly held positions with the Con- 
tinental & Commercial National Bank of Chi- 
cago. 

The September 30th statement of the Fifth 
Third Union Trust Company of Cincinnafi 
shows an increase in its deposits of $2,045,- 
000 since June 30th to a total of $67,047,000 
on statement date. Capital of the trust com- 
pany amounts to $5,000,000 and surplus and 
undivided profits to $5,851,000. Against these 
liabilities the bank holds in cash and due 
from banks $9,241,000, United States Govern- 
ment securities, $14,719,000, other invest- 
ments of $13,832,000 and loans and discounts 
of $32,362,000. 


REFERENDUM ON MUNICIPAL PURCHASE 
OF UTILITY PLANT 

The proposal that the city of Cincinnati 
purchase the properties of the Cincinnati Gas 
and Electric Company, a subsidiary of the 
Columbia Gas and Electric Corporation, is 
expected to be one of the leading issues to 
be decided by the voters in the election on 
November 7th. A petition has been circu- 
lated throughout the city for signatures pro- 
posing that the issue be placed upon the 
ballot and it is reported that the necessary 
number has been obtained. 


The president of the company, H. C. Black- 
well, has written to the stockholders stating 
that the move would seriously prejudice the 
position of the stockholders. 


The Ohio Bankers Association has elected 
John H. McCoy, president of the Peoples 
Banking & Trust Company,: Marietta, as 
chairman of the Council of Administration 
for the coming year. 


Judge N. Cray McBride of the Common 
Pleas Court of Highland County. Ohio, has 
been elected vice-president of the Hillsboro 
Bank & Savings Company, 
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SECOND NATIONAL BANK OF HOUSTON 

Along with its September 30th statement, 
the Second National Bank of Houston has 
attached a leaflet outlining its policy in the 
extension of loans. It states that “a large 
proportion of the people are incapable of 
borrowing money, using it profitably, and re- 
turning it at a fixed time. It is the duty of 
the banker to ascertain to what use the bor- 
rower expects to put the loan, and how re- 
payment will be made. It is not doing any- 
body any service to overlend him, or to lend 
money to be used unwisely. To do so is help- 
ing him to contract a debt that will prove a 
loss and may take years to repay, or which 
he may never be able to repay.” 

The bank’s statement shows total deposits 
of $20,100,341, and circulating notes of $1,- 
000,000, against which the bank holds total 
assets of $23,384,947. Of these $5,924,364 is 
in cash and due from banks and $7,497,812 
is in United States Government securities. 
Loans and discounts amount to $7,591,199, 
and other investments to $927,285. Capital 
and surplus of the bank are each $1,000,000 
and undivided profits account is $83,425. 

E. ©. Barkley is trust officer and second 
vice-president of the institution. 





NATIONAL BANK OF COMMERCE 


The statement of the National Bank of 
Commerce of New Orleans as of the 30th of 
September discloses deposits of $18,247,000, 
a gain of $80,000 since June 30th. Since that 
date the bank has issued circulating notes 
to the amount of $1,200,000. Against these 
liabilities it holds cash of $4,558,000 and 
United States Government bonds of $12,494,- 
000. Loans and discounts have increased 
from $2,802,000 to $4,378,000. Surplus and 
undivided profits accounts stand at $323,000 
and capital account at $2,700,000. 
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BANKING CONSOLIDATION IN 
NORFOLK, VIRGINIA 

The National Bank of Commerce of Nor- 
folk, Virginia, opened for business on Octo- 
ber 9th, a merger of the Virginia National 
Bank and the Norfolk National Bank of 
Commerce and Trusts. A statement of con- 
dition issued as of that date gives the bank 
capital of $2,000,000. Surplus of $400,000 and 
undivided profits of $227,418, making it the 
largest bank in eastern Virginia. Deposits 
of October 9th were $23,661,453 and circulat- 
ing notes outstanding $2,000,000 against 
which the bank held $6,177,201 in cash and 
due from banks and $5,509,828 in securities 
of the United States Government. Loans 
and discounts stood at $13,368,553 and total 
assets amounted to $28,439,119. 

Robert P. Beaman, who has been president 
of the Norfolk National Bank of Commerce 
and Trusts for the last three years, became 
executive head of the merged institution, 
and A. W. Brock, president of the Virginia 
National Bank, became vice-president. 





LIBERTY NATIONAL ELECTS 
The Liberty National Bank & Trust Com- 
pany of Savannah, Ga., has elected Judge 
George W. Tiedeman as its chairman. Judge 
Tiedeman has served for three terms as 
mayor of Savannah. 





K. H. Dodson, formerly secretary of the 
old Nashville and American Trust Company, 
Nashville, Tennessee, has joined the trust de- 
partment of the Third National Bank of that 
city. 

The Hamilton National Bank of Washing- 
ton, D. C., capitalized at $1,000,000, has re- 
ceived permission to open six branches in the 
city of Washington. It has also been granted 
limited trust powers. 

James Bruce has been appointed as finan- 
cicial advisor to the directors of the Home 
Owners Loan Corporation and has resigned 
as president of the Baltimore Trust Com 
pany, in liquidation, and as a director of its 
successor institution, the Baltimore National 
Bank. 





ROBERT N. PAGE 

Robert Newton Page, the president of the 
North Carolina Bankers Association, died on 
October 3rd at the age of seventy-four. He 
had recently retired as president of the 
Page Trust Company of Aberdeen, North 
Carolina. He was a brother of Walter Hines 
Page, American Ambassador to Great Brit- 
ain during the late war, 












Pittsburgh 


Special Correspondence 


STATUS OF “SEGREGATED DEPOSITS” 
New depositors in restricted Pennsylvania 
banks have been greatly disturbed by a re- 
cent ruling of the attorney general at Har- 
risburg which construes the Sordoni Act in 
such a manner that new depositors in “se- 
gregated deposits” believe that the law does 
not afford the protection apparently accorded 
them by the act. The attorney general in 
response to requests from the secretary of 
banks has rendered the following opinion : 


“If you take possession of a bank operating 
on a restricted basis, you will, of course, im- 
mediately sell any United States obligations 
in which its new deposits have been invested, 
so that you will have available for the pay- 
ment of new deposits the proceeds of those 
obligations, plus interest on the obligations 
since the investments were made, plus de- 
posits with Federal Reserve banks and se- 
cured deposits with other banks. 


“You cannot pay the new depositors more 
than the total of these various funds, for the 
act does not give the new depositors any spe- 
cial claim on the other assets of the restricted 
bank. If the funds accruing from new de- 
posits are not sufficient to pay new deposit 
claims in full, each new depositor will have 
the status of an ordinary depositor as to his 
share of the deficiency.” 


Segregated deposits in restricted banks, the 
ruling further states, may be used as a set- 
off against depositors’ debts to the bank. On 
this point, the opinion declares: 

“If a new depositor owes money to the 
closed institution, you will . . . deduct the 
amount owed, first from his old, and then 
from his new deposit account. The act makes 
the new deposits ‘withdrawable on demand 
without restriction.’ But this simply means 
that there is to be no restriction on the 
bank’s right to pay; it does not prevent the 
bank or its receiver from withholding all or 
part of the new deposit to pay a debt owed 
the bank by the depositor.” 


The ruling is not as disturbing as it seems 
for the reason that the new deposits in all 
but one of the fifteen banks operating on a 
restricted basis taken over for liquidation 
have been paid in full. 





Merger of the Capital City Bank with the 
Kanawha Valley Bank of Charleston, W. Va., 
marks the end of the last of Charleston 
banks which are not members of the Federal 
Reserve System. 
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PROGRESS IN LIQUIDATION OF THE 
BANK OF PITTSBURGH, N. A. 

The receiver of the Bank of Pittsburgh, 
N. A., Arthur R, Atwood, has issued a state- 
ment of the bank’s condition as of the 30th of 
September. It discloses that a loan of 

2,660,000 borrowed from the Reconstruction 
Finance Corporation some time ago to bring 
dividends to depositors up to the 60 per cent 
mark, has been entirely paid off; $229,500 of 
this amount was outstanding on June 30th. 
The September statement showed cash on 
hand of $411,767 and unliquidated assets 
with a book value of $18,993,000. It is es- 
timated that one-half of this amount is equal 
to the remaining claims of depositors. 


The Duquesne National Bank, of which 
Mr. Atwood is also receiver, has likewise re- 
paid its borrowings from the Reconstruction 
Finance Corporation, and on September 30th 
held cash of $260,344. The remaining un- 
collected assets have a book value of $4,013,- 
562, against which there are approximately 
$3,500,000 of unsecured liabilities. Most of 
these creditors have received a dividend of 
20 per cent. 








Deposits of the Colonial Trust Company 
of Pittsburgh on September 30th, were $22,- 
925,646, and loans were $10,877,647. 
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PEOPLES-PITTSBURGH TRUST COMPANY 

The Peoples-Pittsburgh Trust Company in 
its statement of condition as of. September 
30, 1933, discloses deposits of $67,229,000 
against which it holds total assets of $86,- 
494,000. Of these $9,241,000 are in cash or 
due from ‘banks and $11,786,000 are in United 
States Government securities. Demand loans 
are $18,222,000 and time loans $7,811,000. 
The trust company has a capital of $6,000,- 
000, surplus and undivided profits, $11,598,- 
000 and reserves of $1,546,000. 


UNION TRUST COMPANY STATEMENT 

The statement of the Union Trust Com- 
pany of Pittsburgh, issued as of September 
30th shows that in its trust department 
it held individual trusts of $437,957,000, cor- 
porate trusts of $856,926,000, and was acting 
as registrar or transfer agent for securities 
of a par value of $1,689,400,000. In the 
banking department it had total assets of 
$266,809,00U, almost one-half of which, $131,- 
610,000, were in United States Government 
securities. The trust company has deposits 
of $187,686,000. 


FARM LOAN BONDS NOT LEGAL INVEST- 
MENTS FOR TRUST FUNDS 

Farm loan bonds issued by Federal land 
banks are not legal investments for trust 
funds in the State of Pennsylvania according 
to a ruling furnished by the Deputy Attorney 
General to Dr. William D. Gordon, Secretary 
of Banking. The bonds are issued by a cor- 
poration and there is a clear constitutional 
provision in Pennsylvania that trust funds 
may not be invested in bonds or stocks of a 
private corporation. 


Central Trust Company, Owensboro, Ky., 
which is being reorganized, has elected the 


following officers: E, Kelley Short, presi- 
dent; John Friedman, first vice-president ; 


Monarch L. Cox, second vice-president ; Wal- 
ter Gannane, secretary and treasurer. 


The National Bank of Commerce, Charles- 
ton, W. Va., has taken over the liquid assets 
of the Peoples Exchange Bank which aggre- 
gate $670,000, of which $417,000 are in cash 
and government bonds and the balance in 
secured notes. Against these assets the bank 
assumes 50 per cent of the deposit balances 
impounded in the Peoples Exchange Bank 
whose other assets will be liquidated for the 
benefit of depositors. The National Bank of 
(Commerce now has total assets of $2.350,000 
and deposits of approximately $1.900.000. 
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NEW CHATTANOOGA INSTITUTION 

The Commercial National Bank of Chatta- 
nooga recently opened for business. The in- 
stitution has capital, surplus and undivided 
profits of $800,000, of which $400,000 is rep- 
resented by preferred stock subscribed by the 
Reconstruction Finance Corporation, and 
$400,000 representing the sale of 2,500 shares 
of common stock with a par value of $100, 
sold at $160 per share to the citizens of Chat- 
tanooga and the surrounding territory, all of 
which is fully paid in. 

The Commercial National Bank has no 
connection with any other institution, and 
owns no real estate. 

Z. C. Patten, president, is regarded as one 
of the leading citizens of Chattanooga, and 
is widely known throughout the South for 
his business ability and philanthroypies. 

The new executive vice-president, Robert I. 
Hall, was for ten years connected with the 
First National Bank of Miami, Fla., and its 
associated bank, Coral Gables First National 
Bank of which he is president. Other offi- 
cers include: Edward Finlay, vice-president ; 
Gordon L. Nichols, cashier. 

l’eposits on opening day were approximate- 
ly $2,000,000 and are steadily increasing, ac- 
cording to an official report. Principal items 
from its statement after one week of business 
are capital, $400,000 of preferred stock and 
$250,000 of common stock; surplus and undi- 
vided profits, $150,803; deposits, $3,230,194; 
cash and due from banks, $4,257,017; United 
States bonds, $154,200, and total resources of 
$4,444,594. 


MUSCLE SHOALS AND PUBLIC UTILITIY 


COMPANIES 
The Tennessee Valley Authority, in an- 
nouncing Muscle Shoals rates to domestic 


users of electricity, has caused utility com 
panies generally considerable alarm if these 
low rates are taken as a standard of compari- 
son with privately owned public utility com- 
panies. For small users the charge, based 
on an average of 50 kilowatts, will be a flat 
$1.50 per month. The rate of particular in- 
terest from the standpoint of industrial de- 
velopment is that based on 200 K. W. H., 
which is $4.50 per month. Nevertheless, it 
is claimed that Muscle Shoals shall be entire- 
ly self-supporting as a business enterprise. 
If, however, the capital investments of the 
government in the Muscle Shoals project are 
considered on a basis of a fair yield of in- 
come and if the whole undertaking is oper- 
ated under the provision of the N. R. A. it 
is questionable whether or not the low rates 
as at present established can be maintained. 








St. Louis 


Special Correspondence 


DECISION HOLDS THAT CITIES MAY NOT 
BORROW TO EXCEED CONSTITUTIONAL 
LIMITS FOR PUBLIC WORKS 

A court decision which may have an im- 
portant bearing upon the efforts of the Fed- 
eral Public Works Administration to assist 
communities in Missouri and other states 
was handed down by Judge J. H. Bowron of 
the Dent County Circuit Court in a taxpayer 
suit to prevent the town of Salem from con- 
tracting a loan of $40,000 with which it 
hoped to enlarge its municipal electric and 
water plant. 

Judge Bowron held that the section 
of the act which authorizes loans by 
the Emergency Administration of Public 
Works to states and municipalities is invalid 
under the state constitution which. limits bor- 
rowing by cities and towns in an amount 
greater than anticipated revenue for one 
year, except by vote of two-thirds of the elee- 
torate. The plaintiff in the case contended 
also that the proposed loan would increase 
the town’s bonded debt beyond the constitu- 
tional 5 per cent of assessed valuation for 
general purposes plus 10 per cent for munici- 
pally owned utilities. An appeal will be 
taken at once by the Town of Salem, but a 
decision is said to be unlikely before January 
1st, by which time the town will be ineligible 
for Federal relief of this kind. 





NEW NATIONAL BANK FOR ST. LOUIS 

Byron Moser, a former president of the 
American Institute of Banking, who resigned 
as president of the Security National Bank 
Savings & Trust Company, has announced the 
formation of a national bank in the down- 
town area which will have a capital of 
$500,000. It will have many of the principles 
of a mutual savings bank and will also han- 
dle small checking accounts. The title and 
other details of the new institution have not 
yet been announced. 

Mr. Moser was succeeded as president of 
the Security National by J. Lionberger Davis. 





The condensed statement of the First Na- 
tional Bank of St. Louis issued as of the 


79 


close of business September 30, 1933, shows 
total deposits of $145,700,000 and circulai- 
ing notes of $2,985,900 against which the 
bank holds total assets of $166,873,000. Capi- 
tal is $12,000,000, surplus and profits $4,016,- 
411 and special reserves of $725,963. 
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“TRUST SERVICE 
EXCLUSIVELY” 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
osits. Its entire organization and 
acilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust Co. 
ST. LOUIS, MO. 
Oldest Trust Company in Missouri 


Affiliated wth First National Bank 








REVISION OF INSURANCE LAWS 

Recommendations for revision of state’s 
insurance laws, particularly provisions relat- 
ing to investment of insurance company 
funds, were made by Governor Park of Mis- 
souri in his call for this month’s special ses- 
sion of the State Legislature. The primary 
purpose of the special session is to provide 
more revenue. The recommendation as to 
insurance company laws was due to disclos- 
ures made in the examination of the Mis- 
souri State Life Insurance Company of this 
city, recently placed in receivership, which 
emphasized the dangers of ownership of one 
insurance company by another. 

A recent law in Missouri, barring suits for 
receivership by the holder of a few shares of 
stock, is aimed at the well known abuse by 
minority shareholders of their legal privi- 
leges. Receivership actions are to be re- 
stricted to the State Superintendent of In- 
surance. 





The new First National Bank in Gran1 
Forks, Mo., opened recently with deposits in 
excess of $2,000,000, releasing 50 per cent 
on nearly $3,000,000 deposits in the old bank. 
The bank succeeds the old First National 
Bank. R. J. Bridgeman is president. 
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ORGANIZATION OF MANUFACTURERS 
BANK & TRUST COMPANY 


It is proposed to organize a trust company 
under state charter to be known as the Man- 
ufacturers Bank & Trust Company of St. 
Louis, Mo., to function in the present bank- 
ing quarters of the Lafayette-South Side 
Bank & Trust Company. Under the plan the 
general depositors of the Lafayette-South 
Side Bank & Trust Company will have 50 
per cent of their balances on deposit at the 
new institution for immediate use or with- 
drawal without restriction. 

Details are being worked out by the re- 
organization committee and 85 per cent of 
total deposits must be pledged before it can 
be made effective. 

It contemplates that depositors will re- 
ceive 8 per cent in preferred stock of the 
new institution of $20 par value bearing a 
4 per cent dividend rate, and participation 
certificates would be issued for the remain- 
ing 42 per cent of the deposits held under 
restriction to be redeemed in the orderly li- 
quidation of slow assets of the Lafayette- 
South Side Bank & Trust Company. 

To assist in reorganization, the Recon- 
struction Finance Corporation has approved 
an application for not more than $4,500,000 
or less than $3,500,000. 


MISSOURI ITEMS 


P. W. Henry, a bank examiner in the Kan- 
sas City, Mo., district, has been appointed 
deputy commissioner in the state finance de- 
partment by Governor Park. Mr. Henry 
succeeds D. R. Harrison, who resigned to be- 
come president of the Missouri Bank & Trust 
Company in Kansas City. 

Federal Judge Faris has named James 
N. Kern and John G. Lonesdale, at present 
receivers of the St. Louis-San Francisco Rail- 
way, trustees under the new bankruptcy law. 
The Reconstruction Finance Corporation re- 
quested such a change prior to the hearing 
on the company’s reorganization plan. 

The Sedalia Bank & Trust Company of 
Sedalia, Mo., with capital of $100,000, has 
been admitted to membership in the Federal 
Reserve Board. 

A charter has been granted to the Security 
National Bank of Kansas City, Kan. Capital 
is $200,000, consisting of $100,000 preferred 
and $100,000 common stock. President, M. L. 
Breidenthal; cashier, C. L. Wilson. It suc- 
ceeds the Peoples National Bank, and the 
Security State Bank of Kansas City. 
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NORTHWEST BANCORPORATION 
INVESTMENT UNIT SOLD 

The BancNorthwest Company, the invest- 
ment affiliate of the Northwest Bancorpora- 
tion, has sold its good will and assets to 
Thrall, West & Company, in order to com- 
ply with the provisions of the Banking Act 
of 1933. However, in this sale, the right to 
engage in the securities business to the extent 
authorized by law has been reserved to the 
Northwestern National Bank, Minneapolis. 
This bank has maintained for many years a 
bond department for handling United States 
Government securities and this will be en- 
larged to deal in municipal bonds and those 
of federal instrumentalities. 

Thrall, West & Company has been formed 
by the former officials who have managed the 
BancNorthwest Company since its organiza- 
tion in 1930. Prior to that date they had 
been identified with the investment depart- 
ment of the Minnesota Loan & Trust Com- 
pany for many years. The company will 
have offices on the ground floor of the North- 
western National Bank building. 


Union National Bank in Kansas City, Kan- 
sas City, Mo., capital $2,250,000, has been 
granted full trust powers. 
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Pacific Coast 


Special Correspondence 


PROGRESS OF CONSTRUCTION OF THE 
SAN FRANCISCO BRIDGES 


Work upon the two great bridges linking 
San Francisco with Oakland across the bay 
and with Marin County on the northern side 
of the Golden Gate, is proceeding on schedule 
time. The excavation has been made for the 
cable anchorage on the San Francisco side of 
the Oakland bridge and the concrete is being 
poured into caissons at each end. The other 
caissons, of which seven will be required, 
are under construction and preparations are 
being made for the drilling of the vehicular 
tunnel through Yerba Buena Island, through 
which the roadway of the bridge will pass. 
This tunnel will be eighty feet in width and 
sixty in height. The State Department of 
Public Works is building the bridge ap- 
proaches out of funds derived from the state 
gasoline tax. This money will be refunded 
from the bridge tolls, as will the $61,400,000 
to be advanced by the Reconstruction Finance 
Corporation. Much of the $4,000,000 already 
received from this source has been spent, 60 
per cent on labor and the balance for ma- 
terials. 

The northern pier of the suspension bridge 
across the Golden Gate is practically ready 
for the steelwork of the tower, and the ex- 
cavation for the pier at the San Francisco 
end, 1,600 feet from shore, is 80 per cent 
complete. Fhe bottom of this excavation is 
ninety-five feet below high water. Work on 
the anchorage is also up to schedule. The 
total length of the bridge will be 6,450 feet 
with a center span of 4,200. This compares 
with the George Washington bridge across 
the Hudson, which is 4,460 feet in length. 
This bridge is being financed by a bond issue 
of $35,000,000 authorized by the voters of the 
City and County of San Francisco, and the 
other five counties comprising the bridge 
district. Nine million dollars of these bonds 
have been issued thus far and almost $4,000,- 
000 has been expended. 


K. E. Wenger, who has been trust officer 
of the United States National Bank at Salem, 
Ore., since 1927 has been elected assistant 
trust officer of the United States National 
Bank of Portland, and is in charge of the 
trust department of the Salem branch. 


The Supreme Court of the State of Wash- 
ington has declared the State Income Tax 
Act unconstitutional. 


COMPANIES 


CHANGES AFFECTING BUSINESS 
TRUSTS AND TAXATION 

Of interest to trust departments is the 
action taken by the recent session of the 
California Legislature in modifying the bill 
passed at the previous session for the taxa- 
tion of Massachusetts or business trusts. The 
rate of taxation was reduced from 4 to 2 
per cent on the net income. The definition 
of such trusts was not changed, but the 
trustee may now file with the State Fran- 
chise Commissioner a statement describing 
such trust and the business carried on there- 
by, together with a description of the prop- 
erty held by the trust and the trust number. 
The Franchise Tax Commissioner has the 
power to prescribe the form in which such 
statement shall be made and the manner of 
setting forth the required information. The 
trust and trustees thereof are made liable 
to a penalty of twice the amount of the tax 
provided by the act in the event the state- 
ment is not filed as provided. : 

The Inheritance Tax Act was amended, re- 
ducing from $50,000 to $25,000 the amount 
of property of the widow that shall be ex- 
empt. The rate upon all of the estate pass- 
ing to the widow in excess of $25,000 and 
up to $50,000 was set at 2 per cent of the 
excess. The other rates in the act were not 
changed. 


OLD NATIONAL BANK & UNION TRUST 
COMPANY, SPOKANE, RESUMES 
BUSINESS 

Rapid revival of prosperity in the whole 
Inland Empire was predicted by the business 
leaders and press of Spokane, Wash., on 
October 9th, when the Old National Bank 
and Union Trust Company resumed normal 
business. The bank opened with $6,200,000 
deposits and $8,000,000 resources. 

The service of the Old National Bank had 
been uninterrupted since 1892 until the pres- 
ent year. 

D. W. Twohy is chairman of the board and 
N. A. Telyea, president of the new bank. The 
vice-president and trust officer is E. R. 
Sweeney, with Lyman C. Reed and C. F. 
Hamlin, associate trust officers. 

During the first business day a substantial 
gain was made in deposits, and there was no 
rush of withdrawals. 

The Old National and its twelve affiliated 
banks are in position to come under the na- 
tional bank deposit guarantee act when the 
act goes into effect in January. 


The Bank of America, N. T. S. A. has 
opened a new branch at Baldwin Park. 
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FIFTEENTH BRANCH OPENED BY FIRST 
NATIONAL OF PORTLAND 

The First National Bank of Portland, 
Oregon, has opened a branch in Pendleton. 
This action released to the depositors of the 
old First Inland National Bank all of the 
secured deposits and sixty per cent of the 
unsecured claims approximating $2,100,000. 
These funds have been frozen since October, 
1932. 

Charles F. Reilly, assistant secretary of 
the Security Savings and Trust Company 
has been promoted to assistant trust officer 
of the First National Bank, and goes to Pen- 
dleton to take charge of the trust depart- 
ment of the branch. C. C. Clarkson is man- 
ager of this branch office, which is the fif- 
teenth opened by the First National Bank of 
Portland. 


LORNE MILLER ELECTED 
VICE-PRESIDENT 
Lorne L. Miller, manager of the trust de- 
partment of the Portland Trust & Savings 
Bank at Portland, Ore., and H. B. Rogers, 
head of the property management depart- 
ment, have been recently promoted from as- 
sistant secretaryships to vice-presidents. 


W. P. Briggs, formerly an assistant trust offi- 


cer, has been made assistant secretary. 


LORNE L. MILLER 
Vice-president of the Portland Trust & Savings Bank 
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BRANCH BANKING IN SEATTLE 

The opportunity of maintaining branch of- 
fices, which has been extended to Seattle 
banks by recent legislation, is being treated 
in almost as many different ways as there 
are banks. 

The National Bank of Commerce, owned 
by the Marine Bancorporation, will expand 
and maintain branches in the state wherever 
it appears that such offices would be profit- 
able and wise. In line with that policy the 
national banks owned by the Marine Bancor- 
poration in Seattle were merged with the 
National Bank of Commerce and the other 
national units are being absorbed. The state 
banks owned by the holding company must 
be nationalized before they can be absorbed. 

The Pacific National Bank on the other 
hand has decided that it will remain a unit 
bank, continuing the policy announced when 
it was established in 1928, although the pos- 
sibility of opening a branch in the retail dis- 
trict of the city may be considered at some 
future date. 

The First National Bank of Seattle is pur- 
suing a middle course. The bank maintains 
humerous branches within the city and has 
opened offices in Olympia and Sumner. It 
has indicated that it will consider other 
branches when a community without bank- 
ing facilities requests that an office be 
opened or if the proposed branch presents an 
attractive opportunity. 

The board of directors of the Peoples Bank 
& Trust Company consider that they should 
maintain offices covering the metropolitan 
area of Seattle, but are not attracted to fields 
further removed. 


NEW BRANCH FOR B. OF A. 


Another branch for the Bank of America 
N. T. S. A. has been opened at Cambria. This 
is in line with the bank’s announced policy 
of establishing a branch in all communities 
which are desirous of obtaining the bank’s 
facilities and which give evidence of coudi- 
tions warranting the maintenance of a 
branch. 


At a recent meeting of bankers represent- 
ing clearing house associations of California, 
the committee on banking practice of the 
California Bankers Association proposed con- 
sideration of a metered service charge on de- 
posits. 

The Seaboard National Bank of Los An- 
geles has received permission to open a 
branch at 6601 Hollywood Boulevard, Los 
Angeles. 





